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DISPOSAL OF SURPLUS PROPERTY OVERSEAS; RE- 
IMPORTATION OF SURPLUS PROPERTY; AND 
EXPANDING THE DONABLE PROPERTY PROGRAM 


WEDNESDAY, JUNE 1, 1960 


U.S. SENATE, 
SPECIAL SUBCOMMITTEE ON DoNABLE Property, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a.m., in room 3302, 
New Senate Office Building, Senator Ernest Gruening (chairman of 
the subcommittee) presiding. 

Present: Senator Gruening. 

Also present: Glenn K. Shriver, professional staff member, and Ann 
M. Grickis, assistant chief clerk. 

Senator Grurnine. The meeting will please come to order. 

The hearing today will concern itself with all of the bills referred 
to the Special Subcommittee on Donable Property on which testimony 
has not been taken. A copy of each bill, together with a staff memo- 
randum explaining the purpose, background, and agency comments, 
will be inserted at this point in the record. 

(The material referred to follows:) 


[S. 2725, 86th Cong., 1st sess. ] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to permit 
the donation of foreign excess property for educational and health purposes in certain 
cases 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembicd, That the first sentence of section 401 of the 
Federal Property and Administrative Services Act of 1949 is amended by striking 
the word “Each” at the beginning thereof and inserting in lieu of said word the 
following: “Subject to the provisions of section 405, each’. 

Sec. 2. The first sentence of section 402 of the Federal Property and Admin- 
istrative Services Act of 1949 is amended by inserting immediately before the 
period at the end thereof the following: “, or (c) by donation under sec- 
tion 405”. 

Sec. 3. Title IV of the Federal Property and Administrative Services Act of 
1949 is amended by adding at the end thereof the following new section: 


“DONATION OF FOREIGN EXCESS PROPERTY 


“Sec, 405. Under such regulations, not inconsistent with policies prescribed by 
the President pursuant to section 404, as the head of such executive agency as 
may be designated by the President may prescribe, the head of such executive 
agency may donate without cost (except for costs of care and handling) for use 
in a foreign country for educational or health purposes any foreign excess prop- 
erty held by any executive agency, which the head of the agency designated by 
the President determines (1) is not required for the discharge of the responsibil- 
ities of any Federal agency in its operations or programs outside the United 


1 











2 DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


States, Puerto Rico, and the Virgin Islands, and (2) is suitable for use for such 
educational or health purposes, to any nonprofit, charitable, or eleemosynary 
public or private organization which carries on health or educational activities 
in such foreign country and is in need of such property for carrying on such ac- 
tivities. The head of such agency designated by the President may impose, and 
make appropriate provision for the enforcement of terms, conditions, reserva. 
tions, and restrictions on the use of property donated under this section. No 
such property shall be donated for use within any foreign country except to the 
agency designated by such foreign country for the purpose of equitable distriby- 
tion, in conformity with the provisions of this section, of property donated under 
this section for use in such foreign country. No property shall be transferred 
to any such foreign agency until the head of the executive agency designated by 
the President has received from such foreign agency a certification that such 
property is usable and needed for educational or health purposes in the foreign 
country, and until the head of such executive agency designated by the President 
has determined that such foreign agency has conformed to minimum standards 
of operation prescribed by the head of the executive agency designated by the 
President for the disposal of property under this section.” 

Sec. 4. The Federal Property and Administrative Services Act of 1949 is 
amended by inserting in the table of contents appearing in the first section of 
such Act, immediately after the line in which “Sec. 404.” appears, the following: 


“Sec. 405. Donation of foreign excess property.” 


[S. 2732, 86th Cong., 1st sess. ] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to permit 
the donation of foreign excess property to medical institutions, hospitals, clinics, health 
centers, schools, colleges, and universities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of section 402 of the 
Federal Property and Administrative Services Act of 1949 is amended by in- 
serting immediately before the period at the end thereof the following: “, or (¢) 
by donation under section 405”. 

Sec. 2. Title 1V of the Federal Property and Administrative Services Act of 
1949 is amended by adding at the end thereof the following new section: 


“DONATION OF FOREIGN EXCESS PROPERTY 


“Sec. 405. (a) Subject to overall policy control by the Secretary of State, 
the head of each executive agency is authorized in his discretion to donate 
without cost (except for costs of care and handling) for use in any foreign 
country for purposes of education or public health, including research for either 
such purpose, any foreign excess property (including property capitalized in 
a working capital or similar fund) under the control of such executive agency 
which shall have been determined to be usable and necessary for any such 
purpose. In determining whether property is to be donated under this section, 
no distinction shall be made between property capitalized in a working capital 
fund established under section 405 of the National Security Act of 1947, as 
amended (5 U.S.C. 172d), or any similar fund, and any other property. 

“(b) Determination whether such foreign excess property is usable and neces- 
sary for purposes of education or public health, including research for either 
such purpose, shall be made in accordance with regulations prescribed by the 
President or his designee. Such property shall be allocated, in accordance with 
regulations prescribed by the President or his designee, on the basis of needs 
and utilization, for transfer to nonprofit or tax-supported medical institutions, 
hospitals, clinics, health centers, schools, colleges, and universities. 

“(c) The head of the executive agency concerned, in accordance with regu- 
lations prescribed by the President or his designee shall give preference to 
organizations directly or indirectly founded, sponsored, or supported by Ameri- 
ean citizens in making donations under this section in any foreign country. 
Except with respect to donations made to organizations referred to in the 
preceding sentence, no property may be transferred under this section for use 
in a foreign country except to an agency designated by such foreign country for 
the purpose of distributing, in conformity with the provisions of this section, all 
property allocated under this section for use within such foreign country. 
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“(d) The President or his designee may provide for the imposition of rea- 
sonable terms, conditions, reservations, and retrictions upon the use of any 
property donated under this section.” 


STAFF MEMORANDUM No. 86—2—22, SENATE COMMITTEE ON GOVERNMENT 
OPERATIONS, MAy 27, 1960 


Subject: S. 2725 (Humphrey); 8S. 27382 (Hart and Bartlett), bills to amend 
the Federal Property and Administrative Services Act of 1949 to permit the 
donation of foreign excess property for educational and health purposes. 


PURPOSE 


These bills provide for amending title 4 of the Federa_ Property and Admin- 
istrative Services Act of 1949 by inserting a new section 405 which would permit 
the head of an executive agency to donate foreign excess property to public 
health centers, clinics, hospitals and to schools and educational institutions. 

S. 2725 would authorize the President to designate a central executive agency 
to prescribe regulations for and to donate any foreign excess property held by 
any executive agency which the designated agency determines (1) is not re 
quired for the discharge of the responsibilities of any Federal agency in its 
operations or programs outside the United States, and (2) is suitable for use 
for educational or health purposes, to any nonprofit, charitable or eleemosynary 
public or private organization which carries on health or educational activities 
in such foreign country and is in need of such property for carrying on such 
activities. The head of the designated agency would be authorized to impose 
and make appropriate provision for the enforcement of terms, conditions, reser- 
vations and restrictions on the use of the property donated. No property would 
be donated for use in a foreign country except to an agency designated by such 
foreign country for the purpose of distribution. No property would be trans- 
ferred to any such foreign agency until it certified that such property is usable 
and needed for educational or health purposes in the foreign country and until 
the head of the designated agency has determined that the foreign agency has 
conformed to minimum standards of operation prescribed by the head of the 
designated agency. 

S. 2732 provides, that subject to overall policy control by the Secretary of 
State, the head of each executive agency would be authorized, in his discretion, 
to donate for use in any foreign country, excess property under his control which 
has been determined is usable and necessary for such purpose. Determination 
whether such foreign excess property is usable and necessary for education and 
public health would be made in accordance with regulations prescribed by the 
President or his designee. Such property would be allocated in accordance with 
regulations prescribed by the President or his designee on the basis of needs 
and utilization, for transfer to nonprofit or tax-supported medical institutions, 
hospitals, clinics, health centers, schools, colleges and universities. Preference 
would be given to organizations founded, sponsored or supported by American 
citizens, and except for such organizations, distribution would be made by an 
agency designated by the foreign country concerned. The bill would also pro- 
vide that the President or his designee may provide for the imposition of reason- 
able terms, conditions, reservations, and restrictions upon the use of any donated 
property. 

Under existing provisions of law, section 402 of the Federal Property and 
Administrative Services Act of 1949, foreign excess may be donated in those 
instances where the property has no commercial value, or the estimated cost of 
care and handling would exceed the estimated proceeds from its sale. Under 
the provisions of these bills the above criteria would not apply, and therefore 
the property could be donated under certain regulations to any educational in- 
stitution, health department, clinic, hospital or school if there was a showing 
that a need exists, together with a certification that the property is usable and 
necessary for these uses. 

One of the marked differences between S. 2725 and 2732 is that under the 
latter bill the regulations prescribed by the President shall give preference to 
health and educational institutions which are organized directly, or are sponsored 
or Supported by American citizens in such foreign countries. 
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AGENCY COMMENTS 


The committee has requested reports from the Bureau of the Budget, Genera] 
Services Administration, International Cooperation Administration, General Ac. 
counting Office, Department of Health, Education, and Welfare, and the Depart- 
ment of Defense. As of this date, the only report received by the committee 
was submitted by the Comptroller General of the United States. The Comp 
troller General indicated that making this property available in foreign coun- 
tries was a matter of policy to be determined by the Congress and therefore 
made no recommendations concerning the merits of the bills. However, he did 
suggest that the committee may wish to take into consideration the need for 
establishing procedures (1) to insure that the property would not be used for 
discharging the responsibilities of other Federal agencies outside the United 
States and (2) that specific criteria be established in order to determine eligi- 
bility, (8) to assure that the property is used for the purpose for which donated, 
and (4) to place certain terms, conditions and restrictions on the use of the 
property donated. 

GLENN K. SHRIVER, 
Professional Staff Member. 
Approved : 
WALTER L. REYNOLDS, 
Chief Clerk and Staff Director. 





[S. 3154, 86th Cong., 2d sess.] 


A BILL To amend section 402 of the Federal Property and Administrative Services Act of 
1949, to prescribe procedures to insure that foreign excess property which is disposed of 
overseas will not be imported into the United States to the injury of the economy of this 
country. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 402 of the Federal Property and 
Administrative Services Act of 1949 (40 U.S.C. 512) is amended to read as 
follows: 

“Sec. 402. Foreign excess property may be disposed of (a) by sale, exchange, 
lease, or transfer, for cash, credit, or other property, with or without warranty, 
and upon such other terms and conditions as the head of the executive agency 
concerned deems proper; but it shall be unlawful to import such property into 
the United States after such sale or other disposition if the Secretary of Agricul- 
ture (in the case of any agricultural commodity, food, or cotton or woolen goods) 
or the Secretary of Commerce (in the cast of any other property) determines 
that the importation of such property would be injurious to the economy of this 
country, or (b) for foreign currencies or credits, or substantial benefits or the 
discharge of claims resulting from the compromise or settlement of such claims 
by any executive agency in accordance with the law, whenever the head of the 
executive agency concerned determines that it is in the interest of the United 
States to do so. Such property may be disposed of without advertising when the 
head of the executive agency concerned finds so doing to be most practicable and 
to be advantageous to the Government. The head of each executive agency re 
sponsible for the disposal of foreign excess property may execute such documents 
for the transfer of title or other interest in property and take such other action 
as he deems necessary or proper to dispose of such property; and may authorize 
the abandonment, destruction, or donation of foreign excess property under his 
control which has no commercial value or the estimated cost of care and han- 
dling of which would exceed the estimated proceeds from its sale. 

“The Secretary of Agriculture and the Secretary of Commerce may make any 
determinations, rules, regulations, and orders deemed necessary or appropriate to 
earry out their respective functions hereunder. 

“Property which is imported in violation of this section or any determination, 
rule, regulation, or order promulgated hereunder shall be subject to forfeiture 
to the United States. AI] provisions of law relating to seizure, summary and 
judicial forfeiture, and condemnation for violation of the customs laws; the 
disposition of the property forfeited or condemned or the proceeds from the sale 
thereof; the remission or mitigation of such forfeitures; and the compromise of 
claims and the award of compens»tion to informers in respect of such forfeitures 
shall apply to seizures and forfeitures incurred, or alleged to have incurred, 
under the provisions of this section, insofar as applicable and not inconsistent 
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with the provisions hereof: Provided, That no sale of such seized or forfeited 
property shall be made except upon condition, supported by appropriate bond, 
that the property shall be exported to a destination other than the United States 
or reduced to scrap. Awards of compensation to informers under this section 
may be paid only out of funds specifically appropriated therefor. 

“The importation into the United States of property disposed of as foreign 
excess property for the purpose of repair, reconditioning, or rehabilitation of such 
property and its reexportation thereafter, or for the purpose of transit through 
the United States, shall not be an importation to which this section applies, if 
the importer of such property shall, prior to such importation, furnish bond for 
the performance of such undertaking in such amount and on such conditions as 
the Secretary of the Treasury shall prescribe.” 


SrarF MEMORANDUM No. &86—2-24, SENATE COMMITTEE ON GOVERNMENT 
OPERATIONS May 27, 1960 


Subject: S. 3154 (Humphrey; Engle), bills to amend section 402 of the Federal 
Property and Administrative Services Act of 1949 to prescribe procedures to 
insure that foreign excess property which is disposed of overseas will not be 
imported into the United States to the injury of the economy of this country. 


PURPOSE 


The purpose of this bill is to amend section 402 of the Federal Property and 
Administrative Services Act of 1949 so as to revise and improve existing law 
dealing with the importation of foreign excess property in the following 
respects : 

(1) To make unlawful the importation of such property if it would result 
in undue loss of production or employment in the United States; (2) to give 
the Secretaries of Commerce and Agriculture authority to make determinations 
and regulations to administer the law; (3) to provide for the forfeiture of 
property imported in violation of law and other penalties; and (4) to permit 
the temporray importation of property for certain purposes under bond. 

Under existing authority of law, the head of an executive agency may sell 
foreign excess property which is under his control but in no event may such 
property be sold without a condition forbidding its importation into the United 
States, unless the Secretary of Agriculture or the Secretary of Commerce (de- 
pending on the type of property involved) determines that the importation of 
such property would relieve domestic shortages or otherwise be beneficial to 
the economy of the country. 

BACKGROUND 


This bill resulted from rather extensive hearings which were held by the 
House Committee on Government Operations and from complaints filed with 
the committee by manufacturers, jobbers, dealers, and surplus property re- 
tailers. 

In 1958 a number of manufacturers and dealers became alarmed at the influx 
of surplus property into the United States which was put on the market in 
competition with the domestic manufacturers. The House Committee on Govy- 
ernment Operations held hearings on this matter in July 1958, after which a 
report (H. Rept. 2661) was issued criticizing the way the Department of Com- 
merce administered the law and made specific recommendations as to how the 
committee thought the statute should be administered. 

Subsequently the Department revised its regulations and tightened up on the 
controls for the reimportation of foreign excess property after which the im- 
port dealers complained to the Department of Commerce and to the committee 
that the law was now being too strictly interpreted, and the foreign excess 
property dealers were encountering considerable difficulty in obtaining permis- 
sion to bring property into the United States which had been acquired over- 
Seas. The committee decided to make another review and examination of the 
Statute and the Department of Commerce regulations. Additional hearings were 
held in January 1959, at which time the importers contended that in most cases 
they were not competing against the manufacturers of new equipment but were 
operating in an entirely different market. They contended that foreign excess 
property was sold on the second-hand market where it provided additional em- 
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ployment and that the property and business was beneficial to the economy of the 
country. 

The Department of Commerce and representatives of the manufacturers of 
new equipment objected to the contentions made by the import dealers. How- 
ever, it was generally agreed that the present statute (sec. 402 of the Property 
Act) had serious defects which made it very difficult to administer or enforce. 
As a result of these hearings a bill was drafted which was introduced in the 
House of H.R. 9996 and a companion bill, S. 8154, was introduced in the Senate 
by Senator Humphrey and cosponsored by Senator Engle. 

H.R. 9996 was reported (H. Rept. 1688) by the Committee on Government 
Operations to the House of Representatives on May 23, 1960. 

An examination of the bill as reported by the House (H. Rept. 1638) reveals 
that it is identical to the Senate bill with the following exceptions : 

Page 2, line 4, the House committee deleted the word “if” and inserted the word 
“unless” in lieu thereof. 

Page 2, lines 8 and 9, the phrase “be injurious to the economy of this coun- 
try” was deleted and the phrase “not result in undue loss of production or im- 
provement in the United States” was inserted in lieu thereof. 

Page 4, line 10, delete “prior to such importation” and insert in lieu thereof 
“upon entry for any such purpose.” 

On page 4, after line 12, the following new material was inserted by the House 
committee : 

“The provisions of this section shall also apply to importations into the 
United States of property sold or disposed of abroad as surplus property pur- 
suant to the Surplus Property Act of 1944 (58 Stat. 765). 

“For the purposes of this section, the term ‘United States’ shall include the 
Commonwealth of Puerto Rico and the Virgin Islands. 

“Sec. 2. Subsection (b) of section 601 of such Act is amended to read ag 
follows: 

“*(b) by any officer of the Government under the authority of the Surplus 
Property Act of 1944, as amended, or any other authority, with respect to sur- 
plus property located in the continental United States, Hawaii, Alaska, Puerto 
Rico, and the Virgin Islands;’. 

“Sec. 3. The amendments made by this Act shall take effect on the expiration 
of the ninety-day period which begins the date of enactment of this Act.” 

The staff has been informed that these amendments were worked out by the 
House Committee on Government Operations in cooperation with representatives 
of the General Services Administration, Departments of Agriculture, Commerce, 
Defense, and the Department of the Treasury. All of the affected agencies and 
the Bureau of the Budget have approved the amendments which are intended to 
clarify and strengthen the purpose and intention of the proposed legislation. It 
is also understood that these amendments will permit the Department of Com- 
merce to issue regulations and instructions which will be better understood and 
easier to administer. 

AGENCY COMMENTS 


The committee has received favorable reports from all of the agencies which 
will be affected by this proposal. Agency comments and recommendations will 
be made available for insertion in the record and placed in the report, if ap 
proved by the committee. 

GLENN K. SHRIVER, 
Professional Staff Member. 
Approved : 
Water L. REYNOLDS, 
Chief Clerk and Staff Director. 


[S. 3489, 86th Cong., 2d sess.] 


A BILL To amend section 203(j) of the Federal Property and Administrative Services Act 
of 1949, as amended (40 U.S.C. 484(j)), to provide that the Department of Defense may 
allocate surplus property under its control for transfer under that Act only to educa- 
tional institutions conducting approved military training programs 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 203(j) of the Federal 
Property and Administrative Services Act of 1949, as amended (40 U.S.C. 
484(j)), is amended— 
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(1) by amending paragraph (2) to read as follows: 

“(2) In the case of any surplus property under the control of the Department 
of Defense, the Secretary of Defense shall determine whether such property is 
usable and necessary for activities of educational institutions which are of 
special interest to the armed services because they maintain military training 
programs which are approved by the Secretary of the Army, Navy, or Air Force, 
as the case may be, and which apply for such property: Provided, That any 
organizatien established by law of the United States whose object is to en- 
courage and foster the development of aviation that was eligible to receive 
surplus property under this paragraph on the day before the date of enactment 
of this proviso shall continue thereafter to be eligible to receive surplus prop- 
erty under this paragraph. If, upon application made by any such institution 
or organization, the Secretary of Defense determines that such property is usable 
and necessary for any such purpose, he shall allocate it for transfer by the Ad- 
ministrator to the appropriate State agency for distribution to such institution 
or organization. If the Secretary determines that such property is not usable 
and necessary for such purposes, it may be disposed of in accordance with para- 
graph (3) or paragraph (4) of this subsection.” ; and 


(2) by amending the first sentence of paragraph (3) by striking out the 
word “and” before the designation “(B)”, and inserting before the period 
at the end thereof a comma and the words “and (C) any other tax-sup- 
ported or nonprofit activity which, before the date of enactment of this 
clause, was eligible to receive property under paragraph (2) but which is 
not eligible to receive property under that paragraph after that date.” 


STaFF MEMORANDUM No. 86—2-25, SENATE COMMITTEE ON GOVERNMENT OPERA- 
TIONS, MAy 27, 1960 


Subject: S. 3489, to amend section 203(j) of the Federal Property and Admin- 
istrative Services Act of 1949, as amended (40 U.S.C. 484(j)), to provide that 
Department of Defense may allocate surplus property under its control for 
transfer under that act only to educational institutions conducting approved 
military training programs. 

PURPOSE 


This bill was drafted by the Department of Defense, forwarded to the Presi- 
dent of the Senate and introduced by Senator John L. McClellan on May 5, 1960. 
The purpose of this bill is to clarify section 203(j) of the Federal Property and 
Administrative Services Act of 1949, as amended, permitting the Secretary of 
Defense to donate surplus personal property to schools and colleges of special 
interest to the armed services. The bill proposes to amend the act so that schools 
and colleges must maintain military training programs which are approved by 
Secretary of the Army, Navy, or Air Force in order to qualify for Federal sur- 
plus property. 

The bill further provides that any organization ‘established by law, whose 
object is to encourage and foster the development of aviation which was eligible 
to receive surplus property on the day before the date of enactment of this act 
shall continue thereafter to be eligible to receive surplus property, by donation 
from the Federal Government. This is intended to preserve the present eligi- 
bility of the Civil Air Patrol to receive surplus property as is under the control 
of the Department of Defense, directly from that Department. 


BACKGROUND 


Section 203(j) of the Federal Property and Administrative Services Act of 
1949 has authorized the Secretary of Defense to donate surplus property which 
is under his custody and control to schools, colleges, and educational institu- 
tions which were considered of special interest to the Department of Defense. 
Under this provision of law, Federal property has been donated to a large num- 
ber of schools, colleges, and educational institutions. However, some organiza- 
tions which did not maintain regular approved classroom study programs peti- 
tioned the Department of Defense from time to time for inclusion in the pro- 
gram and as a result some were made eligible by administrative determination 
of the Secretary of Defense. This established a precedent under which the Boy 
Scouts, Girl Scouts, and other similar organizations became eligible, thereby 
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placing those organizations in a position of receiving surplus property, in some 
instances before it became available to the regular health and educational ae- 
tivities administered by the State departments of health and education. In 
1956 the committee had under consideration several bills to amend the Property 
Act (8S. 3693, H.R. 7227) at which time this condition was presented to the com- 
mittee and the statute was amended in order to place a more restrictive applica- 
tion on its interpretation. This change in the law helped to forego further ex- 
pansion or interpretation of section 208 of the Federal Property and Admin- 
istrative Services Act of 1949, however, neither the Department of Defense nor 
the Department of Health, Education, and Welfare was satisfied with the law 
and it was agreed that a new bill would be submitted to Congress, for the pur- 
pose of clarifying and defining the authority intended under the act. The staff 
is informed that the bill (S. 3489) was developed by the Department of Defense 
in cooperation with officials of the Department of Health, Education, and Wel- 
fare, and of the Bureau of the Budget. 


EXISTING STATUTE AND PROPOSED CHANGES 


There follows an excerpt from section 203(j) (2) together with the changes in 
law to be made by this bill. The material to be deleted is enclosed in black 
brackets and the new material is italicized. 

“In the case of any surplus property under the control of the Department of 
Defense, the Secretary of Defense shall determine whether such property is 
usable and necessary for [educational] activities of educational institutions 
which are of special interest to the armed services, [such as Maritime academies 
or military, Naval, Air Force or Coast Guard preparatory schools] because they 
maintain military training programs which are approved by the Secretary of the 
Army, Navy, or Air Force, as the case may be, and which apply for such prop- 
erty; provided, that any organization established by law of the United States 
whose object is to encourage and foster the development of aviation that was 
eligible to receive surplus property under this paragraph on the day before the 
date of enactment of this proviso shall continue thereafter to be eligible to re- 
ceive surplus property under this paragraph. If upon application made by any 
such institution or organization, the Secretary of Defense determines that such 
property is usable and necessary for such purposes, he shall allocate it for 
transfer by the Administrator to the appropriate state agency for distribution 
to such [educational activities] institution or organization. [If such Secretary 
shall determine that such property is usable and necessary for such purposes, 
he shall allocate it for transfer by the Administrator to the appropriate State 
agency for distribution to such educational activities.J] If [he shall] the Secre- 
tary determines that such property is not usable and necessary for such pur- 
poses, it may be disposed of in accordance with paragraph (3) or paragraph (4) 
of this subsection ; and 

“(2) by amending the first sentence of paragraph (3) by striking out the 
word “and” before the designation “(B)”, and inserting before the period at the 
end thereof a comma and the words “and (C) any other tax-supported or non 
profit activity which, before the date of enactment of this clause, was eligible 
to receive property under paragraph (2) but which is not eligible to receive 
property under that paragraph after that date.” 


AGENCY COMMENTS 


As of this date the only agency which has reported on the bill was the General 
Accounting Office. The Comptroller General stated in part, as follows: 

“We have no special knowledge as to the merit or desirability of the proposed 
legislation and we therefore offer no comment or recommendation with regard 
to the bill.” 

For the information of the committee, there is attached a letter dated August 
28, 1959, from the Secretary of Defense which contains some background and 
an explanation statement of the proposed legislation. 

GLENN K. SHRIVER, 
Professional Staff Member. 
Approved : 
WALTER L, REYNOLDS, 
Chief Clerk and Staff Director. 
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THE SECRETARY OF DEFENSE, 
Washington, August 28, 1959. 
Hon. Rrenarp M. Nrxon, 
President of the Senate. 

DEAR Mr. PRESIDENT: There is enclosed a draft of proposed legislation to amend 
section 208(j) of the Federal Property and Administrative Services Act of 1949, 
as amended (40 U.S.C. 454 (j)), to provide that the Department of Defense may 
allocate surplus property under its control for transfer under that act only to 
educational institutions conducting approved military programs. 

The proposal is part of the Department of Defense legislative program for 
1959. It is recommended that this legislation be enacted by the Congress. 


PURPOSE OF LEGISLATION 


The purpose of the proposed legislation is to limit distribution of surplus 
property under the control of the Department of Defense to educational institu- 
tions conducting military training programs at standards acceptable to the 
Department of Defense and to transfer the responsibility for administering the 
requests of other educational activities now receiving such surplus property to 
the Department of Health, Education, and Welfare. 

Under criteria developed over the past years within the scope of the present 
statute, the Department of Defense has found certain fine organizations eligible 
to receive surplus property. It is unnecessary to emphasize the worth to this 
country of organizations such as the Boy Scouts, Campfire Girls, and the Boys 
Clubs of America; however, it is believed that determinations with respect to 
the distribution of surplus property to such organizations more properly belong 
within the purview of the Department of Health, Education and Welfare. 

On the other hand, the Department of Defense has a direct responsibility for 
military training programs conducted at educational institutions maintaining and 
conducting military programs at standards acceptable to the Secretaries of the 
Army, Navy and Air Force. The Armed Forces benefit from these programs by 
receiving militarily trained manpower. It is therefore entirely reasonable that 
a direct responsibility for supplying needed surplus property to institutions of 
this nature should be imposed upon the Department of Defense. 

Similar reasoning impels the inclusion of the proviso in the bill which would 
preserve the present eligibility of the Civil Air Patrol to receive surplus property 
under the control of the Department of Defense. 

The Civil Air Patrol maintains a capability to assist both civil and military 
activities during emergency and during periods when no emergency exists, by the 
voluntary efforts of the Civil Air Patrol senior members who operate and main- 
tain light aircraft, mobile support units, and a nationwide radio communication 
network. Therefore, it is the position of the Department of Defense that the 
Civil Air Patrol should continue to receive support of their overall program 
through the donation feature as heretofore. 

The Bureau of the Budget advises that there is no objection to the submission 
of this proposal to the Congress. 

Sincerely yours, 
Nett McE roy. 


[S. 8493, 86th Cong., 2d sess. ] 


A BILL To amend the Federal Property and Administrative Services Act of 1949. as 
amended, so as to authorize the use of surplus personal property by State distribu- 
tion agencies, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 203(n) of the Federal Property 
and Administrative Services Act of 1949, as amended (40 U.S.C. 484(n)), is 
hereby amended by adding at the end thereof the following new sentences: 
“Under such cooperative agreements, the Administrator may, subject to such 
conditions as may be prescribed by the Secretary of Health, Education, and Wel- 
fare (in the case of surplus property donated for use in any State for purposes 
of education or public health, or for research for either such purpose) or the 
Director of the Office of Civil and Defense Mobilization (in the ease of such 
property donated for use in any State for the purpose of civil defense or for 
research for such purpose), transfer any of such property to the agency of that 
State so designated for the distribution of surplus property, for its own use, if 
the Secretary or the Director, as the case may be, has determined that such 
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property is necessary to, or would facilitate, the effective operation of that State 
agency in performing its functions in connection with the appropriate program 
Upon a determination by the Secretary or the Director, as the case may be. 
that such action is necessary to, or would facilitate, the effective use of surplus 
property so made available under the terms of such a cooperative agreement 
and with the approval of the Administrator, title to property so transferred may 
be vested in that State agency.” 


[S. 2605, 86th Cong., 1st sess. ] 


A BILL To amend section 203(f) of the Federal Property and Administrative Services Act 
of 1949 to permit the donation of surplus property to certain civilian youth organiza- 
tions 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) the first sentence contained 
in paragraph (2) of subsection 203(j) of the Federal Property and Adminis- 
trative Services Act of 1949 (40 U.S.C. 484(j)) is amended to read as follows: 
“In the case of surplus property under the control of the Department of De- 
fense, the Secretary of Defense shall determine whether such property is usable 
and necessary for (A) educational activities which are of special interest to the 
armed services, such as maritime academies or military, naval, Air Force, or 
Coast Guard preparatory schools, or (B) nonprofit civilian youth organizations 
sponsored and supervised by personnel of police departments or agencies of any 
State, or any municipality or other political subdivision of any State, for the 
purpose of combating juvenile delinquency.”’. 

(b) The second sentence of that paragraph is amended by inserting therein, 
immediately after the word “educational”, and the words “or youth”. 


[S. 3288, 86th Cong., 2d sess. ] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to permit 
the disposal of certain surplus property to State fishery agencies 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 203(j) of the Federal 
Property and Administrative Services Act of 1949 (40 U.S.C. 484(j) ) is amended 
to read as follows: 

*“(j) (1) Under such regulations as he may prescribe, the Administrator is 
authorized to donate without cost (except for costs of care and handling) for 
use in any State any vessels, equipment, material, books, or other supplies 
under the control of any executive agency which have been determined by the 
Administrator to be surplus property and by the appropriate Federal officer in 
conformity with the provisions of this subsection to be usable and necessary 
for any of the purposes specified in this subsection (including research for any 
such purpose). In determining whether property is to be donated under this 
subsection, no distinction shall be made between property capitalized in a work- 
ing-capital fund established under section 405 of the National Security Act of 
1947, as amended, or any similar fund, and any other property. No such prop- 
erty shall be transferred for use within any State except to the State agency 
designated under State law for the purpose of distributing, in conformity with 
the provisions of this subsection, all property allocated under this subsection for 
use within such State. No such surplus property may be so transferred until 
such Federal officer has received from such State agency a certification that 
such property is usable and necessary for one of the purposes specified in this 
subsection, and has determined that such State agency has conformed to mini- 
mum standards of operation prescribed by such Federal officer for the disposal 
of surplus property for that purpose. Such Federal officer may impose reason- 
able terms, conditions, reservations, and restrictions upon the use of any single 
item of personal property donated under this subsection which has an acquisi- 
tion cost of $2,500 or more. 

“(2) In the case of surplus property under the control of the Department of 
Defense, the Secretary of Defense shall determine whether such property is 
usable and necessary for educational activities which are of special interest to 
the armed services, such as maritime academies or military, naval, Air Force, 
or Coast Guard preparatory schools. If he determines that such property is 
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usable and necessary for such purposes, he shall allocate it for transfer by the 
Administrator to the appropriate State agency for distribution to such educa- 
tional activities. If he determines that such property is not usable and neces- 
sary for such purposes, it may be disposed of in accordance with any other 
paragraph of this subsection. 

“(3) In the case of surplus property under the control of the Department of 
Commerce, the Secretary of Commerce shall determine whether such property 
is usable and necessary for exploratory fishing, the enforcement of State or 
Federal fishery conservation laws in coastal or international waters, or the 
propagation and rearing of migratory fish, by State agencies. If he determines 
that such property is usable and necessary for any such purpose, he shall allo- 
eate it for transfer by the Administrator to the appropriate State agency for 
distribution for use for such purpose. If he determines that such property 
is not usable and necessary for such purposes, it may be disposed of in accord- 
ance with any other paragraph of this subsection. 

“(4) Determination whether such surplus property (except surplus property 
allocated in conformity with paragraph (2) or paragraph (3) of this subsection) 
is usable and necessary for purposes of education or public health in any State 
shall be made by the Secretary of Health, Education, and Welfare, who shall 
allocate such property on the basis of needs and utilization for transfer by the 
Administrator to the appropriate State agency for distribution to (A) tax- 
supported medical institutions, hospitals, clinics, health centers, school systems, 
schools, colleges, and universities, (B) other nonprofit medical institutions, 
hospitals, clinics, health centers, schools, colleges, and universities which are 
exempt from taxation under section 501(c) (3) of the Internal Revenue Code 
of 1954 

“(5) Determination whether such surplus property (except surplus property 
allocated in conformity with paragraph (2) and paragraph (3) of this sub- 
section) is usable and necessary for civil defense purposes in any State shall 
be made by the Federal Civil Defense Administrator, who shall allocate such 
property on the basis of need and utilization for transfer by the Administrator 
of General Services to the appropriate State agency for distribution to civil 
defense organizations of such State, or of political subdivisions and instru- 
mentalities thereof, established pursuant to State law. The provisions of 
sections 201(b), 401(c), 401(e), and 405 of the Federal Civil Defense Act of 
1950, as amended, shall apply to the performance by the Federal Civil Defense 
Administrator of his responsibilities under this section. 

“(6) The term ‘State’, as used in this subsection, includes the District of 
Columbia, the Commonwealth of Puerto Rico, and the territories and possessions 
of the United States.” 


Senator GRUENING. This morning the subcommittee is embarking 
upon a new topic, the disposal of foreign excess property to donees 
abroad, and also on the terms and conditions under which some of this 
foreign excess property may be returned to the United States for 
sale here. 

The subcommittee is interested in learning the amount of foreign 
excess property that is now being generated, ‘how much of such prop- 
erty it is anticipated will be generated in the future, what disposition 
is now being made of this property, the kinds of property generated, 
its potential use, alternative methods of disposal, how, if at all, the 
foreign excess property disposal program would be coordinated with 
the domestic donable personal property program, and any other 
information which will enable the subcommittee to arrive at sound 
conclusions with respect to its action on the bills referred to it. 


STATUS OF 8S. 2442 


Last year, in executive session, the subcommittee determined that 
it had insufficient facts before it. to take action on S. 2442, a bill which 
I, together with Senator Bartlett, introduced to enlarge the categories 
of eligible donees under the donable property program in Alaska. 
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Subsequently, pursuant to authority given by the chairman of the 
Senate Committee on Government Oper rations, | undertook an investi- 
gation of the donable personal property program in Alaska. I have 
filed a report of that investigation, and printed copies are available 
to those who are interested.* 

I mention this investigation at this time because the findings reached 
as a result of that investigation have a direct bearing upon some of the 
bills on which testimony will be taken today relating to the enlarge- 
ment of the eligible donees under the donable property program in 
all the States. 

In that connection, it should be noted that in my report I recom- 
mended, among other things, the following: 

The subcommittee immediately undertake a thorough study in depth of the 
Federal personal property disposal program in other States and abroad, such 
a study to include a thorough review of all procedures of all departments and 
agencies involved in the program in sufficient detail so that the subcommittee 
can fully evaluate the operations of the program. This study should include 
actual field inspections of Federal and State installations in sufficient number 
to obtain as comprehensive a review of the program in operation as possible. 
In addition, a definite attempt should be made to ascertain whether or not there 
are “slippages” of significant proportions in the donable personal property 
program, and, whatever the source, whether there is any considerable amount 
of surplus personal property now being soid which could be used by other donees 
if the classes of eligible donees under the donable personal property program 
were enlarged. 

Accordingly, in connection with testimony on S. 2605 and S. 3288, 
the subcommittee will be interested in hearing comments on this— 
and other recommendations—contained in my report to the chairman. 

We have a number of witnesses today, and I understand, also, 
that Senator Hart is here. We shall be very happy to hear him. 

Weare very glad to see you, Senator. 

Senator Harr. Good morning, and thank you for having me, 

Senator Gruentne. Come forward and give your testimony in 
whatever way you prefer, Senator. 


STATEMENT OF HON. PHILIP A. HART, U.S. SENATOR FROM THE 
STATE OF MICHIGAN 


Senator Harr. Mr. Chairman, for all who will follow, 1 will say 
what I know all of them feel, that we are very gr: ateful to you for 
your willingness to grab hold of what we think is an area requiring 
not only additional study but immediate action. 

We are grateful to you for scheduling hearings on 8, 2782 which 
Senator Bartlett and I introduced in September of last year, which, 
as you know, would permit the donation of foreign excess property 
for use in foreign countries for educational and health purposes. 

The need for this legislation was called to my attention by a specific 
incident—which apparently is the way most of us learn. Last sum- 
mer, a doctor at the Providence Hospital in Detroit wrote me that he 
hoped to establish a hospital in the Upper Volta region of French 
West Africa. He asked me if foreign aid was available for such a 
project and, if not, whether I could help him locate quonset huts for 
such an undertaking. 


1Committee print entitled ‘Investigation of Donable Personal Property Program in 
Alaska,” dated May 18, 1960. 
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Discussion with various lederal agencies confirmed my under- 
standing that our foreign aid program is only on a government-to- 
government basis; that ‘there is nothing in present law to authorize 
the donation of sur plus property overseas to nongovernmental groups 
unless the property is of no commercial value; that surplus U.s. 
property overseas 1s sizable in amount wed could be put to useful 
purposes; that the present practice of destroying property which, 
under a bill such as S. 2732, might be donated is harmful to our for- 
eign relations; that a sound policy for disposing of this property 
would be welcomed by the Armed Forces, by the agencies responsible 
for improving our international relations, ‘and by those groups and 
individuals who concern themselves with their fellow man. 

The present law, Public Law 152, 81st Congress, states in section 402 
that the head of the executive agency concerned— 
may authorize the abandonment, destruction, or donation of foreign excess 
property under bis control which has no commercial value or the estimated cost 
of care and handling of which would exceed the estimated proceeds from its sale. 
The bill we offer would make it possible for the head of each executive 
agency having excess foreign property to donate such property for 
purposes of education or public health, including research for either 
purpose. 

DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


The Departinent of Defense informs me that it is annually <lispos- 
ing of surplus a? abroad, the original acquisition cost of which 
is $1 billion. Of this, l am told that 55 percent or 60 percent is scrap 
and of no value. ‘This leaves about $555 million annually. That is 
on the original acquisition cost basis. If we were to donate the same 
proportion overseas that we donate of the surplus property within 
the United States; namely, 10 percent, it would mean an annual po- 
tential of $55 million. Although I have been unable to obtain a 
breakdown of this figure in terms of kinds of property, it is obvious 
that we are dealing with something that could bring a significant re- 
turn in good will abroad; and, more tangibly, it would be a promotion 
of economic development in those areas and an improvement in the 
living standard in those countries, and at very little expense to the 
U.S. taxpayer. I think the loss of revenue would be very small, since 
the Assistant Secretary of Defense for Supply and Logistics has testi- 
fied that the cost of processing materiel for donation is considerably 
less than the cost of processing for sale; and, of course, the leadtime 
is also less. 

S. 2732 specifies that the agency heads shall be subject to overall 
policy control by the Secretary of State in this program, and provides 
that the determination whether such foreign excess property is usable 
and necessary for the purposes specified shall be made by the Presi- 
dent or his designee. The bill lists as possible recipients of the prop- 
erty the following: Nonprofit or tax-supported medical institutions, 
hospitals, clinics, health centers, schools, colleges, and universities. 
Preference is to be given to the organizations directly or indirectly 
founded, sponsored, or supported by American citizens. Otherwise, 
no property is to be donated except to an agency designated by the 
foreign country involved. 


57809—60——_2 
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We realize those whose experience is great. in this area—and many 
of them are to testify before you today— ‘an make helpful sugges- 
tions for improvement in the bill and its administrative provisions, 
We want to see this surplus used to help raise standards of health and 
education and thus of living in areas where our abundance is eyj- 
dent. I know your committee will look kindly on this idea and [ 
hope will act favor ably on legislation to this end before this session 
of Congress is concluded. 

Senator GrueninG. Well, Senator Hart, certainly the objectives of 
this bill are undeniably worthy, and we will certainly give it the full- 
est consideration. 

I wonder if there are any sections in this bill, either actual or pro- 
posed, that will prevent the execution from falling into some of the 
errors and wastages of our foreign aid program. ‘T think it is quite 
important that we safeguard this as much as we can, at the same time 
without delaying the expedition in respect to this usable property if 
the committee should decide in favor of this bill ? 

Senator Harr. No one in this Congress has been more eloquent. in 
his illustrations of waste in the foreign aid program than has the 
chairman of this subcommittee, and I would share with him the hope 
that safeguards could be provided. Several approaches occur to us 
immediately : : Certification, postaudit, use to which put, basic agree- 
ment between the U.S. agency which makes the disposition of the 
property with the receiving agency of the foreign government, per- 
mitting a postaudit. 

I think we ought to be careful, in our concern lest there be waste 

or misuse, not to so formalize the operation that we provide more 
headaches because of the redtape we build in than we are saving our- 
selves embarrassment and misuse. I am sure that the ICA, for ex- 
ample, can make some suggestions as to administrative methods. I 
know that Senator Humphrey has introduced a bill aimed in the same 
direction as the bill that Senator Bartlett and I have submitted. We 
have slightly different approaches in our methods of handling this, 
but it seemed to me—and this would reply directly to your question— 
that the last four lines of S. 2782, which provide that— 

The President or his designee may provide for the imposition of reasonable 
terms, conditions, reservations, and restrictions upon the use of any property 
donated under this section— 
give us the handhold with which any conscientious administrator 
would find the means of insuring against improper use. 

Senator Gruenrnea. I think that is true. 

It might be useful, and I am going to ask the subcommittee staff 
to secure a list of the organizations and institutions abroad which 
have been sponsored or supported by American citizens. We are all 
familiar with some of these institutions. 

Senator Harr. Yes. 

Senator Grugenine. If we had a complete list and could estimate 
their distribution and character, it would further facilitate our action 
on this bill. I think that should be done, Mr. Shriver.? 

Mr. Suriver. Yes, sir. 

Senator Gruenine. Thank you very much, Senator Hart. 


2 This information has been incorporated into the files of the subcommittee. 
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Senator Harr. Thank you again, sir. 

Senator GrueninG. We certainly appreciate your remarks. 

Senator Harr. May I add for the record as a case study in how 
things happen the correspondence which produced my interest in 
this? It begins with this letter by Dr. Henry A. Archambault of 
Providence Hospital i in Detroit. 

Senator GRUENING. Would you like to have them put in the record 
at this point 4 

Senator Harr. Or the committee file, whichever you would prefer. 

Senator GruENiNG. Well, if you would like to ‘have them in the 
record, we will incorporate them at this point. 

Senator Harr. Very well; thank you. 
( The material referred to follows: ) 
PROVIDENCE HOspPITAL, 
Detroit, Mich., June 16, 1959. 
Hon. Pump A. HArt, 
US. Senate, 
Washington, D.C. 

DEAR SENATOR Hart: As I was formerly a Detroit doctor and now practicing 
in Ghana, West Africa, I would appreciate help from you on the following 
matter: There is a great need for a hospital in the Upper Volta region of French 
West Africa. Already permission has been granted to the bishop for the erection 
of this hospital. Due to the high cost of erecting permanent buildings our solu- 
tion at the present time would be to use quonset huts. Is foreign aid available 
for such a project in undeveloped countries? If not, would you help us to locate 
(surplus) quonset huts to be shipped over there. 

I am grateful to you for this information. 

Very truly yours, 
HENRY A. ARCHAMBAULT, M.D. 


JULY 14, 1959. 
Dr. Henry A. ARCHAMBAULT, 
Providence Hospital, 
Detroit, Mich. 


Dear Dr. ARCHAMBAULT: Thank you for letter of June 16, 1959. I am 
looking into the possibilities for foreign aid for a hospital in Ghana, and you will 
hear from me as soon as I have something to report. 

This is a project to which I would like to give an assist. 

Sincerely, 


PROVIDENCE HOSPITAL, 
Detroit, Mich., July 17, 1959. 
Senator Puiuip A. Hart, 
U.S. Senate Building, 
Washington, D.C. 


DEAR SENATOR Hart: Thank you for your letter of July 14, 1959. However I 
hope that my first letter to you was not misleading. I have spent more than 
4 years in Jirapa, Ghana, and will soon be returning there. However, I am 
presently doing all that I can to help establish a hospital in the Upper Volta 
region of French West Africa. It is for this purpose that I have asked you to 
help in locating some quonset huts. 

Any help that you can give to me in this matter will be greatly appreciated. 

Sincerely, 
HeENRY A. ARCHAMBAULT, M.D. 


JULY 21, 1959. 
Dr. Henry A. ARCHAMBAULT, 
Providence Hospital, 
Detroit, Mich. 
DEAR Dr. ARCHAMBAULT: You need not worry, I understood your letter and 
the inquiry was correctly conveyed to the International Cooperation Adminis- 
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tration as you will note by the attached interim reply. By a “slip of the pen” ] 
wrote Ghana to you where it should have been French West Africa. 
We will hope for any early report. 
Sincerely, 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D.C., July 20, 1959. 
Hon. Putiip A. Hart, 
U.S. Senate, 
Washington, D.C. 

Drak SENATOR Hart: On behalf of Mr. Saccio, I am pleased to acknowledge 
receipt of your communication of July 14, 1959, with which you enclose a letter 
from Dr. Henry A. Archambault of Providence Hospital, 2500 West Grand Boule- 
vard, Detroit, Mich., who requests assistance in acquiring quonset huts for a hos- 
pital project in the Upper Volta region of French West Africa. 

Please be assured that your request for our comments on this matter will re- 
ceive our prompt attention and I will write you again with reference thereto at 
the earliest practicable date. 

With assurances of my highest esteem, I remain, 

Sincerely yours, 
GUILFORD JAMESON, 
Deputy Director for Congressional Relations. 


AvuGuST 14, 1959. 


Dr. HENry A. ARCHAMBAULT, 
Providence Hospital, 
Detroit, Mich. 

DeAR Dr. ARCHAMBAULT: Enclosed is a letter which has come to me from the 
International Cooperation Administration about the possibility of quonset huts 
for 2 hospital in the Upper Volta region of French West Africa. 

In addition, my office has explored every avenue we could think of here in 
Washington: General Services Administration, the Department of Defense, the 
Development Loan Fund, and the American Hospital Association. 

We come up with this unhappy picture. ICA provides aid only government- 
to-government, and in any event it does not operate in French West Africa. 
GSA has no quonset huts available. The Defense Department, by law, must at 
present confine its donation of surplus property to that which has no commer- 
cial value. 

If you are willing to pay for surplus property, you could write to U.S. Army 
Property Disposal Detachment, APO 757, care of Postmaster, New York. They 
are located in Frankfurt, Germany, and you could bid on any property you were 
interested in. 

Perhaps you have already contacted Voltaic authorities or one of the Amer- 
ican religious or voluntary agencies. If this would be a Catholic hospital you 
could try the Catholic Relief Services, 350 Fifth Avenue, New York, N.Y. 

Another possibility which you might want to pursue is the World Health 
Organization, which is operating in this field. I suggest you get in touch with: 
Dr. F. Cambournac, Regional Director, Office for Africa, WHO, Brazzaville, 
French Equatorial Africa. 

I hope one of these leads will be helpful to you. There is a bill currently in 
the House Government Operations Committee, H.R. 8398, which would make 
oversea surplus property available to medical institutions. This might really be 
your answer, but unfortunately it probably will not get through Congress this 
session. 

This has turned out to be a rather lengthy letter, but I have tried to be of as 
much help as possible. Please let me know if there is anything further I can do. 

Sincerely, 
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INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D.C., August 5, 1959. 
Hon. Puivip A. Hart, 
U.S. Senate, Washington, D.C. 

DeAR SENATOR Harr: It is a pleasure to provide you now with the information 
requested in your communication of July 14 regarding the possibility of U.S. 
assistance to supply quonset huts to a proposed hospital project in the upper 
Volta region of French West Africa. 

It will be noted that all U.S. aid provided through ICA is administered on 
a government-to-government basis. Any assistance to a private group would have 
to be for a project specifically agreed upon and requested by the government 
of the recipient country. Since ICA does not presently administer aid programs 
in the Voltaic Republic (upper Volta) or the other member states of the French 
community, it would not be feasible for us to supply the quonset huts. 

Although ICA cannot supply them, it is possible that the local French and 
Voltaic authorities might be of some help. Contact with American religious 
and other voluntary agencies which may be working in the Voltaic Republic 
might also prove rewarding. 

If Dr. Archambault and his associates are desirous of obtaining U.S. Govern- 
ment surplus huts with their own resources, we would suggest that they contact 
the General Services Administration. 

We are hopeful that Dr. Archambault and his colleagues will meet with sue- 
cess in their efforts. 

With continued assurance of my highest esteem, I remain, 

Sincerely yours, 
GUILFORD JAMESON, 
Deputy Director for Congressional Relations. 


PROVIDENCE HOSPITAL, 
Detroit, Mich., August 20, 1959. 
Senator Puiuip A. Hart, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR HART: Thank you for Dr. Archambault and our organization 
for all the trouble you have taken to obtain information for him about the 
quonset huts. I am forwarding the letter to him today. Dr. Archambault left 
from New York on August the 3d for Jirapa, Ghana, West Africa. 

We have formed a group here which we call the Providence Association for 
African Missions. We hope to be able to help him in some small way in his good 
and generous work and in the tremendous sacrifice which he is making. 

I feel sure that the leads will be of some use to him. Thank you again. 

Very truly yours, 
Mrs. ALIcE RALSTON, 
Chairman, Providence Association for African Missions. 

P.S.—Our group is strictly interested in the medical side of missionary work. 

Senator GruENtNG. Is there anyone else here who wishes to testify 
on 8. 27382? We have a list of witnesses, but in order to keep in se- 
quence, we would be very glad to have those who will testify specifi- 
cally on this. 

Is Miss Helen Ann Byerlein, of Providence Hospital, here? Would 
you be kind enough to come forward, please ? 


STATEMENT OF HELEN ANN BYERLEIN, REGISTERED NURSE, 
PROVIDENCE HOSPITAL, DETROIT, MICH. 


Miss Byrriern. Senator Gruening, my name is Helen Ann Byerlein. 
I am a registered nurse in the State of Michigan and the State of 
California. I reside in Detroit where I work in a doctor’s office there. 
Approximately a year ago, a group of 15 people from Providence 
Hospital who had formerly been associated with Dr. Archambault de- 
cided to try and help him financially in improving facilities in the 
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area of Ghana called the Northern Territories, where he has been. So 
through the use of card parties and dances and social activities, we 
have been able to raise funds totaling $2,000. 

Thanks to Senator Hart’s interest in our project and his notifying 
us, I was delegated by my friends at Providence Hospit: al to come here 
to "rel: ite what I know of Dr. Archambault’s work in Africa, to show 
what this one dedicated man has accomplished against untold odds and 
to indicate what he needs to help the people of that continent. 

I first met Henry Archambault in 1946, at which time I was in 
training as a student nurse at Providence Hospital and Dr. Archam- 
bault was an instructor and a member of the staff of the hospital. 

I consider Dr. Archambault a man dedicated to God, his country, 
and his fellow man, motivated to do for others the things he was 
trained to do as a doctor of medicine and a general surgeon. 

Dr. Archambault was born in Barre, Vt., on October 31,1911. He 
was graduated from Creighton University Medic al Se hool i in Omaha, 
Nebr., and began his residency at Providence Hospital in 1939, He 
was a resident in surgery and pathology for 5 years. His start in 
private practice was del: iyed, because of tuberculosis, one kidney hay- 
ing been removed because of TB, for 3 years. 

Dr. Archambault received his fellowship in the American College 
of Surgeons in 1953. 

Because of his interest in the work being done by the White Fathers 
in Africa, Dr. Archambault left his private practice in Detroit and 
proceeded to Ghana in August 1954. Ghana at that time was under 
the protection of the British Commonwealth, and Dr. Archambault 
received a salary of $3,500 per year. When Ghana became inde- 
pendent he no longer received remuneration from Britain, and the only 
payment he receives at this time is the maximum of 5 pounds per 
surgical case sent him by the Government of Ghana. His reputa- 
tion. 

Senator GRUENING. May I interrupt you at this point ? 

Miss BYERLEIN. Yes. 

Senator GruentnG. Why is his salary discontinued. Does not the 
Government of Ghana consider it worth p: ving / 

Miss Byer._ern. The Government of Ghana evidently does not have 
the funds to pay it. 

Senator GruENING. Well, it was paid by the British and it was 
$3,500 a year, is that correct ? 

Miss ByERLEIN. Yes. 

Senator GrueninG. And you say the Government of Ghana does 
not feel it can pay that amount ? 

Miss Byeruern. Well, I really do not know why the Government of 
Ghana is not paying the doctor. All I know is that they do set a 
maximum fee of 5 pounds per surgical case. 

Senator GruENING. In other words, they are paying him for indi- 
vidual treatment ? 

Miss Brreriuern. Yes. These are patients which the Government 
would specifically send him; natives of the northern territories in 
Ghana do not pay, except in the exchange of eggs or guinea hens. 

Senator GRUENING. Well, the question that arises in my mind at 
this point is whether we should not reasonably expect some participa- 
tion on the part of the Government that receives services that are, 
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obviously, beneficial. If under a colonial system the British Govern- 
ment was willing to pay what is a very modest salary, now this 
country has sought and received its independence, and apparently its 
Government does not think these services are worth paying for. 

Now, that to me is a rather distressing situation. I think that 
when all the giving comes from one side, I ‘think it is less appreciated 
than when there is a certain amount of participation by the local 
government. I would like to suggest that we communicate with 
our State Department and with the Ghana Embassy, and find out 
exactly what the situation is; why is the Government of Ghana not 
willing to pay this relatively small amount to continue these obv iously 
desirable medical services, especially as we have under consideration 
legislation here which is designed to help this country and its health 
problems by transferring don: ible property to Ghana. 

Please continue. I am sorry to interrupt. 

Miss ByERLEIN. Yes. 

His reputation as an excellent surgeon has led people from the 
capital, Accra, to travel as far as the northern territories to avail 
themselves of his services. 

In his first year in Ghana, Dr. Archambault performed some 750 
herniorrhaphies, and this does not include those cases that are con- 
sidered to be major surgical cases. 

When Dr. Archambault first arrived in the northern territories of 
Ghana, the procedure for sterilizing instruments was to boil them 
and then hang them on the line to be disinfected by the sun after they 
had dried. This, of course, delayed emergency surgery and incre eased 
the hazards of infection in the patient. The mission and hospital in 
the northern territories now has a generator which, though medieval 
in comparison to our standards, is nonetheless an improvement over 
the old method. 

Drug supplies are skimpy and inadequate. The natives have an 
overwhelming number of sarcomas of all types, although there is 
seldom a case of carcinoma in this area. 

Prior to Dr. Archambault’s arrival in Ghana, the White Sisters had 
trained three or four girls as nurses and midwives. 

Dr. Archambault trained five young men to work as orderlies and 
set up the training of student nurses in a 3-year course. There are 
approximately 50 students in training, and they are paid three or four 
pounds per month by the Government of Ghana. Registered nurses 
are paid 15 pounds per month, and prior to June 1959, all graduate 
nurses took a “state board” exam sent from England. 

The cost for X-rays is five shillings. 

Mental illnesses, thought. by the natives to be a contagious disease 
and the work of evil spirits, is caused by African sleeping sickness 
and encephalitis, usually. About one-third of the mental illness is 
caused by African sleeping sickness. The incidence of mental illness 
is not as high as in our civilization, and the treatment is very medieval. 
To prevent the mentally ill from injuring others, the natives use 
shackles made of iron on the patient’s wrists and ankles or, if these 
shae kles are not available, they take a large tree trunk and wedge the 
person’s ankle into it and make the tree trunk lar ge enough so that the 
patient cannot get through the compound into other villagers’ sleep- 
ing quarters. 
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Because of severe malnutrition, many of the Africans in this area 
suffer from a disease called Noma. This disease was prevalent in 
Europe and the United States at one time. 

Senator GruENING. What is the disease ? 

Miss Byrertern. Noma, N-o-m-a. 

Senator GruENING. What is it? 

Miss ByerteIn. It is yaws, where the jaws, you know, cave in. 

Senator Grurentna. A local name for yaws, is it ? 

Miss Byrrtetn. I believe so, yes. 

The Samnolium damnesium fly causes elephantiasis over there, and 
out of the total population in West Africa there is more blindness from 
this disease than there is in the combined population of the United 
States and England. And DDT is the only control; and that is in 
demand over there. 

The mortality rate in infants is exceedingly high because of the poor 
diet of the mothers. 

Dr. Archambault told me when I saw him last year that the tribal 
bonesetters immobilize fractures with splints made out of elephant 
grass and bark. This in itself would be an adequate method of 
immobilization, except they then wet this elephant grass and when it 
dries it shrinks, causing gangrene of the affected limb. 

Because of the untiring efforts of this one man, the people of Ghana 
have improved markedly. This would be enough for other men, but 
not for Dr. Archambault. He feels an urgent need now to care for 
the sick in French Equatorial Africa, which is the area on the other 
side of the Volta River. 

I am certain that this bill would benefit Dr. Archambault in the 
work that he is doing as an American citizen, sponsored by a group 
of American people at Providence Hospital. It would be nefit all med- 
ical missionaries, you might say. I know of some in San Salvador 
and Ecuador who would find this extremely beneficial in aiding the 
people. They are desperately in need of hematinics, or blood-build- 
ing drugs, primarily. There is no heart disease or no need for tran- 
quilizers as we need in this country. And Dr. Archambault expressed 
many times that malnutrition is really the primary illness over ae 

The surgery that he has done; I saw some pictures of it last ye 
when Dr. Archambault was in Detroit, and you would be amazed . 
the disfigurement that the people were going around with, with her- 
nias primarily; and Dr. Archambault has been able to cure them. 

Senator Grugenine. Has Dr. Archambault’s work been reported in 

any of the medical j journ: als? 

Miss Byertern. The doctor has written a paper on hernias in that 
area, and it is supposed to be presented to one of the American Col- 
leges of Surgeons. 

Senator GRuENING. Has it been published ? 

Miss Byrerietn. No. 

Senator GrueNnine. Is it likely to be in the near future? 

Miss Byertern. I think so, yes, Senator. 

Senator Gruenina. T think it would be very useful if a copy could 
be secured for the committee file. 

Miss Byrertrrn. I would be glad to see if I could obtain it. 

Senator Grugentnc. And any other writings that he has on his med- 
ical experiences. 
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Miss Byertern. You mean primarily in Ghana? 

Senator GruENING. Anywhere overseas in this field. 

Miss Breruern. I mean you are not concerned 

Senator GRUENING. You are dealing with Ghana primarily ? 

Miss BYERLEIN. Yes. 

Senator GruENING. Yes. Well, then we would want it only in 
Ghana. 

Miss Byrriein. Thank you very much, Senator. 

Senator GRUENING. Does that conclude your testimony ? 

Miss ByEerern. Yes, sir. 

Senator GRUENING. You have not been there yourself in Ghana, 
have you? 

Miss ByrerLern. No, I have not. 

Senator GruENING. You have secured this information in what 
way ¢ 

Miss Byeririn. Well, I am a friend of the doctor’s, as I pointed 
out, since 1946. When he came home last June I visited with him on 
several occasions, and he proposed that I write a book about the sit- 
uations In Ghana—not about the doctor, but about situations there. 

There have been some indications in our own daily press that the 
head of Ghana, Nkrumah, is antagonistic to any foreign help. He— 
well 

Senator GrueninG. Do you know why? 

Miss Brertern. Yes, sir, I believe, in my opinion 

Senator GRUE NING. Yes. 

Miss Byeriern. This is my own opinion: He is a demagogue. 

Senator Gruentne. But he is the head of the government, and 
we have to deal with him, do we not ? 

Miss Byeruein. But his policy is far from Christian. He is a— 
he calls himself very openly a Christian Marxist. 

Senator GruEeNING. A Christian what ? 

Miss ByerRLEIN. Marxist. 

Senator GRUENING. Marxist? 

Miss Brertern. And we know the two are really incompatible. 

Senator GruENING. Well, do you think that he is opposed to this 
medical program which is so obviously favorable to his people ? 

Miss By ERLEIN. Oh, no; I think what he could get for the people of 
Ghana he would be very happy to take. 

Senator Grventnc. Well, is that not aid of a kind—foreign aid? 

Miss Byrertern. Well, I would personally recommend that this be 
allocated not through the Government of Ghana. In the first place, 
it would not be, because it is French Equatorial Africa. But if these 
people at any time become hostile to us, then we certainly do not 
want to be continuing to give them aid. 

Senator GRUENING. Do you think that the people have to sutfer the 
sins of their Government ? ? 

Miss Byrrtern. Well, the people that really—— 

Senator GruENING. That would not apply only to Ghana; that 
might apply to countries on earth. 

Miss Byertery. P eople suffer for the men they elect. 

Senator a ENING. The errors of the peopie who are in charge? 

Miss Byer.ein. It is unfortun: ite that we have that in this country. 

Senator Grurntne. Thank you very much. 

Miss Brrrinin. Thank you, Mr. Chairman. 
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Senator GrueninG. Is there anyone from the State Department 
here ? 

Mi. Murpny. Yes, sir, there is. 

Senator GRUENING. Ww ould you be kind enough to come for ward, 
and will you please state your name for the record ? 

Mr. Mureuy. Francis T. Murphy, of the State Department. 

Senator GruENING. I was wondering if it would be cares for the 
State Department to make an inquiry for the benefit of the committee 
showing what the reception would be in Ghana, which has just become 
an independent nation, if this bill is passed; whether there would be 
proper recipients for the surplus property there; whether it would 
be usefully used or whether it would go into some channels for which 
it was not intended. That is one of ‘the risks we always take, espe- 
cially if you have new governments of whose stability ‘and integrity 
we cannot be assured. 

Certainly the case for this kind of help has been demonstrated. |] 
think it is very clear. We have surplus property to go to these infant 
nations that need almost everything and are particularly lacking in 
the proper health facilities and medical care. But I think we want 
to be assured that if that property does go there, it would not be 
appropriated by some individuals who are not entitled to it. 

And I wonder whether the State Department would also inquire, 
following my questions to Miss Byerlein, why it is that the Govern- 
ment of Ghana cannot continue to pay this very modest amount, 
$3,500 a year, to a dedicated medical missionary who apparently is 
doing such tremendous work? If it cannot do so, we would like to 
know it and know the reasons why. 

Do you think that would be possible, Mr. Murphy, to get this 
information or at least to make the inquiry ? 

Mr. Mcurpny. Sir, we will be glad to look into that for you. We 
will note the questions on the transcript and do our best to provide 
the answers. 

(The information requested follows :) 

DEPARTMENT OF STATE, 
Washington, June 10, 1960. 
Hon. J. L. McCLetian, 
Chairman, Committee on Government Operations, 
US. Senate. 

Dear Mr. CHAIRMAN: During the hearing on donable property in relation to 
S. 2725 and S. 2732 which took place on June 1, 1960, Senator Gruening asked 
the representative of this Department to provide him with certain information 
about (1) the situation in Ghana, and (2) the Algerian refugees in Tunisia and 
Morocco. 

It is a pleasure to be able to provide Senator Gruening with the following 
information. 

Senator Gruening’s questions about Ghana appear on pages 22 and 23 of 
volume 1 of the report of proceedings. This Department has no reason to 
doubt that there will be proper recipients in Ghana for the property in question 
or that it would be put to proper use in that country. Our Government has 
concluded a number of agreements with the Government of Ghana which have 
involved some aspects of assistance, e.g., technical assistance under the auspices 
of the International Cooperation Administration, surplus commodity sales pur- 
suant to Public Law 480, and an investment guarantee agreement. These ar- 
rangements and agreements have been scrupulously honored by the Government 
of Ghana. In the 3 years since that Government achieved its independence we 
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have had no occasion to question the good faith of the Government of Ghana 
in fulfilling its international obligations nor do we know of any reports of 
unauthorized diversion of U.S. assistance. The Government of Ghana has up 
to now established a record of considerable political and economic stability. 
Its financial affairs have been responsibly managed, and it has demonstrated 
particular respect for the rights of private foreign investors. 

As a result of testimony by one of the witnesses to the effect that a salary 
of $3,500 per year which the British authorities had paid a doctor working in 
Ghana was discontinued by the Government of Ghana, Senator Gruening re- 
quested information on this point. The testimony of this witness is the only 
information available to the Department about this matter. It is our view that 
the witness’ statement should not be construed as an indication that the Govern- 
ment of Ghana is unwilling or unable to pay the doctor for services rendered. 
Since the Government of Ghana apparently now reimburses the doctor on the 
basis of individual cases treated, it is likely that there has simply been a 
change in the method of compensating the doctor. In other words, instead of 
paying the doctor an annual lump-sum fee, as was apparently the system of 
the former Gold Coast Government, it appears that the Government of Ghana 
has decided to reimburse him on a case-by-case basis. There is nothing in the 
testimony of the witness to sustain a conclusion that the doctor is now receiv- 
ing less financial support from the Government of Ghana than he did from the 
British authorities. 

The questions Senator Gruening asked about the Algerian refugees in Tunisia 
and Morocco appear on pages 41 and 42 of volume 1 of the report of proceedings. 
We understand that the Algerian refugees wish to go back to Algeria when the 
Algerian question has been settled and the fighting has stopped. They hope 
to reestablish their homes, which in many cases have been destroyed, and to 
resume their lives in Algeria. These refugees are not regarded as permanent 
exiles because they would like to return to their native country. There is, at 
present, no basis on which to perdict when they will be able to do so. Our 
information indicates that there are at least 125,000 Algerian refugees in Morocco 
and not less than 160,000 in Tunisia. This population consists mainly of women, 
children, and old men. 

I trust the foregoing details will meet your requirements. However, if you 
wish any further assistance or information, please do not hesitate to call 
upon us. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary 
(For the Secretary of State). 

Senator GruentnG. Thank you very much. Were you going to 
testify also ? 

Mr. Mureuy. We had not intended to, Senator. Our views are 
reflected in the letter which I believe was turned over to Mr. Shriver 
by the ICA representative this morning. We join in that letter.* 

Senator GruEnine. Thank you very much, Mr. Murphy. Our next 
witness 1s Mr. A. W. Patterson, of the American Friends Service 
Committee, Philadelphia, Pa. Will you come forward, please ‘ 

Do you have some associates with you 4 

Mr. Parrerson. Yes, sir. I have Mr. G. E. Blackford of Church 
World Service and Mr. Edward Kinney of the Catholic Relief Serv- 
ices, National Catholic Welfare Conference. 

Senator GrueNtinG. Why do you not all come forward and sit side 
by side ? 

Mr. Parrerson. Mr. Blackford is going to testify first. 

Mr. Buackrorp, Thank you. 

Senator GRUENING. Would you give your name and connection for 
the record, please / 


® See letter to Senator McClellan dated June 1, 1960, p. 164. 
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STATEMENT OF GILBERT E. BLACKFORD, CHURCH WORLD SERVICE, 
NATIONAL COUNCIL OF CHURCHES, NEW YORK, N.Y. 


Mr. Buackrorp. Senator, my name is Gilbert E. Blackford. 

I am director of public relations and special activities for Church 
World Service, the Protestant interdenominational agency through 
which cooperative relief work is carried on in the interest of our con- 
stituent communions in the various areas of human need throughout 
the world. 

— two bills which are being considered here today—it is really one 
bill; I am associating Senator Humphrey’s bill w ith it—except for 
slik but important variations in language and provisions—are basi- 

‘ally identical in purpose and motiv ation. 

They seek to make excess U.S. property located in foreign areas more 
readily available for health and/or educational activities in such areas, 

As Senator Hart said, in introducing S. 2732 last September for 
himself and Mr. Bartlett, there is— 
no finer purpose to which to put the oversea portion of this mounting surplus 
than to make it available for educational and medical work overseas. At lit- 
tle * * * cost to the taxpayer, appreciable assistance could be given to step up 
humanitarian and educational work in other countries. 

Church World Service is in wholehearted accord with this sentiment 
and with the parallel sentiment which led Senator Humphrey to in- 
troduce S. 2725 and Church World Service is happy to be in support of 
these bills, with some specific reservations. 

May I call the attention of the committee to two sentences in the 
proposed measur . 

They are, in 8S. 2725 (Mr. Humphrey’s bill), the sentence beginning 
on page 2, line 23: 

The head of such agency designated by the President may impose, and make 
appropriate provision for the enforcement of terms, conditions, reservations, and 
restrictions on the use of property donated under this section— 
and the sentence in S. 2732 (the bill introduced by Senator Hart for 
himself and Senator Bartlett), the sentence beginning on page 2, 
line 21: 

Such property shall be allocated, in accordance with regulations prescribed 
by the President or his designee, on the basis of needs and utilization, for trans- 
fer to nonprofit or tax-supported medical institutions, hospitals, clinics, health 
centers, schools, colleges, and universities. 

These two sentences are obviously identical ‘in purpose and easily 
reconciled. They may not, however, give sufficient discretion to the 
President or his designee and we suggest that there be added to the 
intended provision such language as would allow them—meaning the 
President and his designee—to vary the “terms, conditions, reserva- 
tions, and restrictions” or the “regulations prescribed by the Presi- 
dent or his designee” in specific cases of considered donations in accord- 
ance with their judgment of the specific circumstances concerning such 
donations. 

It would be unfortunate, and yet quite possible—inasmuch as blanket 
regulations are prone to be applied unyieldingly to all situations con- 
cerned—that interpretation of these provisions should prevent dis- 
cretion by the responsible U.S. agency concerned to ease or constrict 
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the “terms, etc.” or “regulations, etc.” as might be advisable in specific 
areas of application. 

Conditions vary in different areas and as my agency, Church World 
Service, and our companion agencies in the voluntary field have so 
often experienced, “hard-and- fast” regulations—a single criterion for 
all cases—can often lead to difficult and unfortunate situations. 

I would like now to speak, on behalf of Church World Service, of 
the suggested preferential donation policy set forth in S. 2732 on 
page : line 1: 

(c) The head of the executive agency concerned, in accordance with regula- 
tions prescribed by the President or his designee shall give preference to organ- 
izations directly or indirectly founded, sponsored, or supported by American 
citizens in making donations under this section in any foreign country. 

This priority of donation to American-related organizations seems 
unfortunate. 

In most countries a major portion of American citizen-supported 
medical or educational institutions are sponsored or operated through 
Christian religious groups, in most cases in conjunction with indige- 
nous © hr ists wn or ganizat ions. 

These indigenous Christian organizations often—particularly in 
the East—represent a minority, and many times a very small minority, 
of the total populations of an area. To give such minorities a priority 
in donation might lead to serious misinterpretation by the mass of 
nationals concerned of the basic motivations of these measures. 

Such possible misinterpretation would not only injure the under- 
standing by the recipient people of the motivation of the United States 
in this donation program, but it also could be highly injurious to the 
best interests of the Christian communities concerne 

For this reason, and because the time to avoid possibility for bad 
public relations resulting from any venture is at the outset, Church 
World Service trusts—and I know that Lutheran World Relief, which 
will file a statement with the committee at another time, is of similar 
view—that the committee will give sincere consideration to the elim- 
ination of any such priority stipulations. 

We believe that such donations as might be made under these bills 
should be administered through a responsible department of the Gov- 
ernment of the recipient area working in close cooperation, as is 
provided for, with a responsible agency of the United States and that 
their cooperative judgment should be the discretionary factor in 
determining final criteria for donations. 

I would like to take one or two more moments of the committee’s 
time to suggest what we believe would be an extremely valuable exten- 
sion of the excess property donation program. 

Both of the measures under consideration here are concerned only 
with excess property located in foreign lands, a more ready avail- 
ability of which to medical, educational, or other worthy projects un- 
deniably would be helpful. 

There are carried on overseas many and widespread programs by 
voluntary relief agencies in the United States. An availability to 
such agencies of excess property held within the United States for 
oversea use in foreign assistance programs would be equally, if not 
more, helpful, muc h easier and much more effic ‘iently utilized by the 
American agencies than the foreign excess property, valuable as it 
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might be. This is particularly true because the widespread feeding, 
vocational training, self-help, ‘and social service programs ¢ arried on 
in so many countries abroad by the American agencies are to great 
extent originated, planned, and controlled from the United States, 
Avs ailability of such excess property—that is, the excess property held 
within the United States—would be closely and productiv ely inte- 
grated with existing programs so as to achieve maximum overall 
benefits in the concerned oversea areas of acute human need. 

Thank you, sir. 

Senator Gruentne. Thank you very much, Mr. Blackford. 

Would you think, that in view of your very valid point that con- 
ditions should be flexible and should be varied from one country to 
the other, that the judgment as to how they should be varied might not 
well be left to the American Ambassador to each of these countries? 

Mr. Biackrorp. Yes, sir; or his representatives; yes, sir. 

Senator Gruenine. Well, he would be in a position perhaps to judge 
as well as anyone what the needs are and how this would be applied. 

Mr. Biackrorp. I only have the fear, Senator Gruening, that we 
would get an inflexible thing, interpretation, in the execution. And 
some little thing in the law might possibly be written in. 

Senator GRUENING. Well, that would be an administrative matter, 
I do not think there is any problem about adding a little language 
along the lines which you suggest to indicate that whatever the regu- 
lations are, they should be flexible and varying, depending on local 
conditions, 

Mr. Buackrorp. Yes, sir. 

We have in many of our programs run up against this thing, which 
is quite understandable, because any head of a ‘dep: irtment is forced to 

‘arry out the interpretation of the law as it is set. And these things 
have in the past led to many difficult situations. 

Senator Gruenina. Is your organization financed by voluntary 
contributions ? 

Mr. Buiackrorp. Yes, sir. It is the Overseas Relief Agency of the 
Protestant churches, entirely voluntarily financed. 

Senator Gruenina. Can you give me any approximate idea of how 
much you spend annually in this field ? 

Mr. Buackrorp. The Church World Service budget is not a cri- 
terion. It runs about $7 or $8 million. The Protestant organizations 
concerned raise about $11 or $12 million in one effort alone. I think 
that the total expenditures probably run well in excess of $50 million 
a year. 

Senator Gruenine. Well, I was thinking of this—— 

Mr. Buackrorp. This covers all fields. 

Senator Grugninc. This agency in particular, which is apparently 
a unified service of all the churches involved ? 

Mr. Buackrorp. Yes,sir. It is a cooperative agency. 

Senator Gruenina. And you raise about $8 million ? 

Mr. Buackrorp. In what is called the one great hour of sharing 
efforts and comparable efforts of the Protestant churches concerned 
there is raised about $12 million—$11.5 million. 

Senator GruEnina. Is this all destined for expenditure abroad ? 
Mr. Buiackrorp. This is all for oversea relief; yes, sir. 
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Senator GRUENING. There is no corresponding fund or organiza- 
tion for relief where it may be needed in the 50 States ? 

Mr. Buacxrorp. Well, ours is oversea relief. That portion of the 
work falls within the scope of what is known as home missions. 

Senator GruENninG. In other words, there is another agency # 

Mr. Buackrorp. Oh, yes. 

Senator GRUENING. Which takes care of our domestic relief ? 

Mr. Biackrorp. Yes. American Indians, migrant families, and so 
forth; yes, sir. 

Senator GRUENING. Have you any idea of how much money is 
available / 

Mr. Biackrorp. I do not know. But it is a very large amount of 
money. 

Senator GrvuENING. You do not know whether it approximately 
equals the amount that is raised for expenditure overseas ? 

Mr. Biackrorp. I cannot tell you. 

Senator GruEninG. Would it not be possible to get that figure for 
the record ? 

Mr. Biackrorp. Yes, I think so. 

Senator Gruentne. I would appreciate it if you would send that to 
the committee. 

Mr. Biackrorp. I will be happy to send it to you. 

Senator GruENING. Thank you very much. 

Mr. Biackrorp. Thank you, sir. 

(The material referred to follows :) 

JUNE 3, 1960. 
Hon. ERNEST GRUENING, 
Chairman, Donable Property Subcommittee, Senate Committee on Government 
Operations, The Capitol, Washington, D.C. 

My DEAR SENATOR GRUENING: Following the opportunity you so generously 
gave me to testify on behalf of Church World Service before the Donable Prop- 
erty Subcommittee last Wednesday you asked if I could give to you an estimate 


of contributions by Protestant churches in America for assistance to needy per- 
sons in America. 

You sought, I believe, to arrive at an approximate comparison of the amounts 
spent by Protestant churches for oversea assistance as against the amounts 
used for international assistance. 

In attempting to get these facts for you, some interesting figures have evolved. 

In 1958, about 50 church bodies (Protestant) gave for all benevolences 
$473,911,895. 

Of this in cash, some $10-$12 million was for direct oversea relief and 
rehabilitation, including refugee assistance, resettlement, etc. 

A probable additional $20—-$25 million was expended through foreign missions 
activities for various types of assistance quite definitely differentiated from 
“missionary” activities as popularly interpreted. 

Combining the $11 million in cash contributed for direct oversea relief work, 
the above $20-$25 million for related activity and other work carried on in 
the same and similar categories, the oversea expenditures could reasonably 
approximate, as I suggested in answer to your questions, an easy $40 million. 

For internal assistance, a crude estimate—but as reasonably reliable as is 
possible—of contributions for social welfare, hospitals, homes for aged, homes 
for children and other child welfare (these activities including work among the 
migrants, among Indians and other underprivileged groups and areas in 
America) would be $40-$50 million. 

These totals do not include benevolences for all Protestant bodies, which total 
Something over 200 in all. The reports of the 50 (approximately) quoted above 
from which the above figures are taken, however, would be appreciably higher 
but not mathematically so because the extra 150 are, in most cases, splinter 
groups with small constituencies and resources. 
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May I thank you and your committee for your courtesy in allowing us to 
testify before you Wednesday and to thank you personally for your interest in 
our work. 

Sincerely yours, 
G. E. BLAcKForp, 

Senator Gruentna. Mr. Kinney, do you want to testify ? 

Mr. Kinney. Yes, sir. 


STATEMENT OF EDWARD M. KINNEY, CATHOLIC RELIEF SERVICES, 
NATIONAL CATHOLIC WELFARE CONFERENCE, NEW YORK, N.Y. 


Mr. Kinney. Mr. Chairman, my name is Edward M. Kinney. I 
am here today representing C atholic Relief Services—National Cath- 
olic Welfare Conference, the official oversea relief agency of the 
Catholic Church in America. 

We are delighted to speak in support of the bills sponsored by 
Senator Humphrey and Senators Hart and Bartlett aimed at the 
amending of the Federal Property and Administrative Services Act 
of 1949 to enable the donation of U.S, Government surplus property 
for the purposes of education and public health in foreign countries. 
We are confident that the laudable purposes of these bills will trans- 
late themselves, in time, into increased good will for the people of 
America. 

In this connection, we have noted that in the amendment intro- 
duced by Senators Hart and Bartlett there exists the requirement that 
preference be given to organizations directly or indirectly founded, 
sponsored, or supported by ‘the American people. 

It has been our belief ‘for some time that our Government’s huge 
reserves of usable surplus in storage at major disposal depots, both 
here and abroad, could well be used for purposes of self-help, educa- 
tion, or health project and this objective might well be best achieved 
through utilizing as channels for such donations America’s voluntary 
oversea relief agencies registered with and approved by the Advisory 
Committee on Voluntary “Foreign Aid of the International Coopera- 
tion Administration. 

The voluntary oversea relief agencies have already been and con- 
tinue to be of substantial assistance in the distribution of America’s 
food surplus to the needy overseas. Use of these existing channels for 
the disposal of surplus materiel would serve to bulwark these vast 
feeding programs and to supplement them with the type and kind 
of materiel and equipment which could serve as the basis for the type 
of community projects which could help to hasten the day when mil- 
lions of our fellowmen overseas will be able to find gainful employ- 
ment and enter the commercial markets as consumers. 

As Senator Hart pointed out in his introductory remarks when 
presenting the amendment he sponsors, appreciable assistance could 
thus be given to both humanitarian and educational work in other 
countries at little or no cost to the American taxpayer. 

In the far-flung programs of America’s voluntary oversea relief 
agencies there are mountains of unmet needs. There are thousands 
of clinics and other medical facilities which could be assisted. There 
are tens of thousands of schools at al] educational levels which could 
be served and there are hundreds of community projects which today 
could be helping to transform the economic life of entire communi- 
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ties if urgently needed equipment and surplus materiel were placed 
within their reach. Such projects would, of course, be based upon the 
use of both indigenous resources and personnel. 

Let us give you one example. 

C atholic Relief Services—N.C.W.C. has been attempting for several 
years to initiate in Keuador a land clearance and utilization project 
to be staffed by an existing colony of Italian migrants. This care- 
fully developed project suffers presently from a lack of earth-moving 
machinery of all types—from road scrapers to bulldozers. Catholic 
Relief Services—N.C.W.C. have been asked, for instance, to supply 
2 bulldozers, a motor grader, a carryall scraper, a number of dump 
trucks, etc., to further this particular project. Unfortunately, at the 
present time there is no way to acquire this type of equipment on a 
basis within the financial ability of the sponsoring agenc y. Yet it 
is well known that our stores of surplus materiel include such pieces 
of machinery by the hundreds. 

What we are proposing is that the present amendment be broadened 
(a) to include among the stated end uses self-help or community de- 
velopment projects and (4) to include a provision for the routing of 
U.S. Government saat materiel into already established programs 
through America’s voluntary agencies. Likewise, we are sugge sting 
that such materiel be made available to American voluntary agencies 
not only from disposal depots abroad but from existing stoc ks with- 
inthe United States. 

Not the least of the problems in connection with such a disposal 
effort as envisioned by the proposed amendment would be that of 
transport from the point of storage to the pomt of use. The inclu- 
sion of surplus materiel available in the United States in the proposed 
amendment would make possible the forwarding of such urgently 
needed supplies through the transport facilities already available to 
the voluntary agencies of America. 

In closing, may I state on behalf of Catholic Relief Services— 

N.C.W.C. our hope that such use and scope as we have proposed will 
be made possible under the proposed legislative change. May I,at the 
same time, on behalf of Catholic Relief Services—N.S.W.C. com- 
mend the sponsors of both bills for the great understanding of world- 
wide human needs evidenced in their proposals and assure them that 
they will have the complete cooperation of Catholic Relief Services— 
N.C.W.C. and the other voluntary agencies of America in the con- 
version of these aims and objectives into successful reality. 

Thank you, sir. 

Senator GruEntne. Thank you very much, Mr. Kinney. 

I am wondering whether road scrapers and bulldozers in surplus 
are present in Ecuador. Now, the problem, of course, would come if 
they had to be shipped from another continent. The cost of trans- 
shipment would more than equal the total value. 

My understanding is that, wherever possible, this surplus is dis- 
tributed and would go from the nearest point where it is stored to 
where it was needed. 

Mr. Kinney. Yes, sir. I am not conversant with all of the surplus 
depots, but I believe the major ones are Pan: ama in this continent; the 
Far East, in Tokyo; and Africa and Near East, Morocco. If they 
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are in Panama there should be no serious problem in shipping to 
Keuador. 

Senator GruEninG. You do not know whether this project is on the 
seacoast ? 

Mr. Kinney. It is in the interior. But we could get the coopera- 
tion of the Ecuadorian Government in transporting the equipment 
to the site. 

Senator Grvuentne. Well, thank you, Mr. Kinney. 

Mr. Kinney. Thank you, Mr. Chairman. 

Senator GruENiNc. Mr. Patterson, do you wish to make a state. 
ment ? 

Mr. Parrerson. Yes, sir. 

Senator GruEntnG. Please proceed. 


STATEMENT OF A. W. PATTERSON, AMERICAN FRIENDS SERVICE 
COMMITTEE, PHILADELPHIA, PA. 


Mr. Parrerson. Mr. Chairman and gentlemen, my name is A, W, 
Patterson, and I am representing the American Friends Service Com- 
mittee for which agency I serve as director of shipping and purchas- 
ing. 

The American Friends Service Committee, which was organized 
in 1917, is a social action agency of the Religious Society of Friends 
(also known as Quakers) and is dependent for its support on volun- 
tary contributions. We started with relief and rehabilitation proj- 
ects in France, Germany, and Russia at the close of the First World 
War, and are now operating welfare and/or educational programs 
in many countries, directed toward expression of good will through 
service projects, the promotion of international understanding, lessen- 
ing of tensions and avoidance of war. 

We have undertaken extensive relief operations in Europe, Asia, 
Africa, and the Middle East, and have been particularly concerned 
with aiding refugees, such as those in Europe after World War II, 
Palestinian refugees | in the Middle East, refugees who fled from Hun- 
gary in 1956 to nearby countries, and more recently the quarter mil- 
lion Algerian refugees in Tunisia and Morocco. 

While we favor any constructive use of Government excess property 
as envisaged in bills S. 2725 and S. 2732, we believe that American 
voluntary agencies registered with the Advisory Committee on Vol- 
untary Foreign Aid should be specifically mentioned in whatever legis- 
lation m: iy be enacted on this subject as being among the eligible re- 
cipients of donated excess property for use in programs of health, 
education, refugee relief and other appropriate humanitarian pur- 
poses. We could use, for example, large amounts of blankets and 
tents in our Friends’ program of assistance to the very needy Al- 
gerian refugees in Tunisia and Morocco. Our efforts last autumn to 
obtain excess Government blankets for this purpose were unsuccessful. 

In conclusion, we believe that inclusion of the recognized and ex- 
perienced American voluntary agencies as eligible recipients of do- 
nated Government excess property would be effective in helping meet 
human need throughout the world, an objective in which the Ameri- 

-an public is vitally interested. 

Thank you, Mr. Chairman. 
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Senator Grurninc. Mr. Patterson, what is the nature of these 
Algerian refugees in Tunisia and Morocco? Are they rebels against 
the French rule who have fled to these neighboring Arab States? 

Mr. Patrrerson. Mr. Chairman, these are not political refugees; 
these are refugees who are fleeing from the fighting, who have lost 
their homes or are living on the borders i in areas where there is danger 
of their losing their homes. And they have fled to frontier areas 
in the two neighboring countries to east and west, where they have 
been living in very miserable conditions. 

Senator GrurNinG. Have you any idea as to their numbers? 

Mr. Patrrerson. Their total number is estimated to be about 
250,000—150,000 in Tunisia and 100,000 in Morocco; and they are 
under the general auspices of the U.N. High Commissioner for refu- 
gees, and various gr oups are helping them under the general umbrella 
of the U.N. High Commissioner. 

Senator GruEeninG. Are they living together in some sort of camps 
or are they scattered ? 

Mr. Parrerson. ‘They are scattered in and along the frontier areas, 
living in makeshift shelters of any kind that they have been able 
to construct. And many of our experienced refugee workers say 
that their conditions this past winter have been among the worst 
of any refugees’ in their experience. 

Senator Gruenine. Do you know whether there is any desire on 
the part of any of them to go back to Algeria? 

Mr. Parrerson. As I understand it, Mr. Chairman, they hope to 
get back to their homes at such time as they may be able when the 
fighting in Algeria ceases. 

Senator Grueninc. Thank you very much, Mr. Patterson. 

Mr. Biackrorp, Mr, Chairman—— 

Senator GruentnG. I would like to ask the representative of the 
State Department to give us a report on these Algerian refugees in 
Tunisia and Morocco. I would like to know, I think the committee 
would like to know the reasons for their leaving Algeria, what their 
desires are, whether these are going to be permanent exiles, whether 
they would like to return to their country, what their prospects 
are, whether they constitute a more or less permanent group in 
exile from Algeria, to give us a better understanding of the problems, 
if we could have that information. 

The number cited by Mr. Patterson seems quite formidable; 250,000 
is a very substantial number. 

Do you think we could get that information? 

Mr. Mcurrpry. I am not sure we will be able to answer all those 
questions, but we will certainly look into it, Senator, and do our 
best. 

Senator GrueNING. Well, as much information as you can get will 
certainly be appreciated. 

Mr. Mvreny. We will be glad to do that.‘ 

Senator Gruenine. Thank you very much. 

Mr. Biackrorp. May I just add one short paragraph ? 

Senator Gruentna. Yes, indeed. 

Mr. Buackrorp. Mr. Patterson mentioned the usefulness of tents. 
At this moment in Chile, where the earthquakes and tidal waves 





* See letter to Senator McClellan, dated June 10, 1960, p. 22. 
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have occurred, from Santiago on south there are nearly 2 million 
eople or some 62 percent of the population of the area absolutely 
helpless in the middle of the Chilean winter. Our agencies, all of 
our agencies, are now trying to provide them in any way possible 
with temporary shelter, ‘with anything that will keep them alive, 
We have a demand for tents, tents, tents. If such legislation as is 
proposed here were now in effect, use of any surplus shelter of this 
type could be made, contributing greatly to the interest of humani- 
tarianism, and incurring nothing but great good will for the United 
States. 

Senator Gruentna. Thank you, sir. 

Thank you very much, gentlemen. We have been very happy to 
have you. 

Mr. Kinney. Thank you, sir. 

Mr. Parrerson. Thank you, Mr. Chairman, 

Senator Grurntne. Now, is there anyone else who wants to testi- 
fy and is here to testify on S. 2725 and 8. 27327 Is Mr. Lowell 
here ? 

Mr. Lowett. Yes, sir. 
Senator Gruentne. Would you come forward, please ? 


STATEMENT OF C. STANLEY LOWELL, ASSOCIATE DIRECTOR, 
PROTESTANTS AND OTHER AMERICANS UNITED FOR SEPARA.- 
TION OF CHURCH AND STATE, WASHINGTON, D.C. 


Mr. Lowetzt. Mr, Chairman, my name is C. Stanley Lowell. I am 
associate director of Protestants and Other Americans United for 
Separation of Church and State, which is a group predominantly 
Protestant, including more than 100,000 members, whose top execu- 
tives include either the present or the past highest officials of the 
three major denominational groups in the United States—Baptist, 
Methodist, Presbyterian. 

Now, we concede, quickly, Mr. Chairman, that the existence of a 
vast amount of surplus military equipment and property abroad 
presents the Government with an unprecedented and complex prob- 
lem in regard to the distribution of these items for their continued 
use. We ‘concede, further, that the proposal to distribute these items 
not only to State sponsored and controlled institutions, but also to 
those of sectarian groups is one which has imposing arguments on 
both sides. It is only after long consideration that we have felt 
it necessary to make what I may call a precautionary appearance in 
regard to this particular principle in the proposed legislation. There 
are two sides, certainly, to this proposal to include missionary groups 
as recipients; we feel that it may be the preponderance of evidence 
is on the negative side. 

If this property is made available to missionary groups—hospitals, 
schools, and other institutions, it will be accepted by them and much 
of it will, no doubt, be put to good use. The members of this com- 
mittee and church officials must not forget, however, how the entire 
missionary cause has suffered in decades past because of its alleged 
association with Western States and their ambitions. Again and 
again, the effectiveness of missionary work has been blunted or de- 
stroyed by the charge that the missionaries were serving the interest 
of Western imperialism. Now, there has been very little truth to 
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these charges, but their effectiveness in crippling missionary opera- 
tions has been all out of proportion to the minimal truth. We stress 
the matter because the legislation here proposed gives preference to 
American organizations, and we feel, therefore, that missionary 
groups will be deeply involved. rt | 

The rising tide of nationalism in Africa, Asia, and scarcely less 
so in South America, has accentuated difficulties of the missionary 
prograin. In order to cope with the problems, they are now accelerat- 
ing a process of transferring control of church enterprises to na- 
tionals of the countries in which they exist. This step has been taken 
by so many missionary boards in so many areas that we may describe 
it as one of the basic policies of the foreign missionary movement to- 
day. At least so far as Protestant missionary activity is concerned, 
such a program seems to be general. 

Now, what we have to weigh is the effect of these donations of sur- 

lus military equipment on the missionary schools and hospitals. W ill 
this tend to re-create the very image that we are trying to efface‘ ‘To 
equip these institutions with such materials and properties may well 
suggest a tie between the U.S. military and the missionary enterprise 
which will not work to the advantage of either. 

It is our feeling that the missionary enterprise of the churches 
abroad might be more effectively pursued if it did not rely at all on the 
Government, but only upon such donations as it can receive both from 
individuals in the countries involved and in the United States. We 
are suggesting, perhaps, that the enterprise may be better received and 
more effective if it is not too big. Its operations must not rival those 
of the state. Missionary work should never try to become the loaf, 
but only the leaven in the loaf. To strengthen and widen its program 
with equipment supplied by the U.S. Government may seem to pro- 
vide a short-term advantage, but in the long run may impede rather 
than accelerate. 

Now, there are other features of our foreign aid program which 
offer parallels to these proposals. One of them is the surplus com- 
modities distribution via church agencies. And we do believe, Mr. 
Chairman, that serious doubts as to the wisdom of this program have 
been raised by its operation to this point. We understand that the 

rogram is supposed to be audited by the CIA, but that it has not 
fet audited because there is no appropriation for the purpose. De- 
spite the lavish praise of the surplus 

Senator GRUENING. May I interrupt? 

Mr. Lowen. Yes, sir. 

Senator GrueNtnG. Which program are you referring to? 

Mr. Lowrtu. I am referring to the program under Public Law 
480, title III, under which, through the Department of Agriculture, 
these surplus commodities are distributed abroad through church 
agencies. And I am suggesting there may be a parallel to the opera- 
tions of this program. 

Senator Grurntna. You think that program is not being properly 
managed ? 

Mr. Lower. I think there have been developed—there have ap- 
peared in it certain fissures, certain failures of administration which 
are rather disquieting. I have cited some of them here. I under- 
stand that the situation has been substantially improved, but I am 
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simply offering them as tendencies to be watched and safeguarded 
and which might develop in a program of this sort even to more 
marked degrees. This is a precautionary thing, really. 

Senator GruentnaG. Are you in favor of these two bills? 

Mr. Lowe tt. I am in favor of them, with certain—a certain amend- 
ment which I am going to propose right at the end. 

Senator GruENING. Go ahead. 

Mr. Lowe... I then go on in this statement, which I will abbreviate, 
Mr. Chairman, to cite certain practical difficulties in the way of sec- 
tarian rivalries which have gone on in connection with the surplus 
commodities program. 

So widespread have been the reports of the abuses connected with 
surplus commodities distvibution through sectarian groups that there 
should be a full-fledged investigation of these. We understand none 
has been made; we think that it should be made. 

Another practical difficulty which is encountered in the sectarian 
donation of surplus commodities is the rivalry between the church 
and the state. It is well known that there was bitter strife over a 
long period between the Government and the church in Poland over 
the distribution program there. Since both coveted the prestige that 
was associated with control of the distribution, commodities actually 
deteriorated while this protocol dispute went on. 

Another program which we believe offers some parallels to what 
is proposed here is that of the ICA. Certain features of this program 
have also come under criticism because of church pressures in regard 
to awards. For instance, in Bolivia, the Muyrina project has ‘Deen 
awarded to a religious order, the Salesian Brothers, to the disregard 
of what has been widely claimed to be a superior bid by another 
religious group. I realize one must be cautious in the assessment of 
such situations as these, but there does appear to be some ground for 
a belief that the successful bidder for the $1,600,000 property achieved 
success by exerting political influence on the government which made 
the final determination in the matter. This property has now been 
turned over to the Order. 

It seems evident that in many situations where a state church 
exists, this church will receive not only the lion’s share but perhaps 
100 percent of the donations. And you see a counterpart of this n 
surplus commodities where one church has a monopoly on the dona- 
tions in certain countries. It is, of course, truthfully contended that 
this church is the largest church and the best, therefore, equipped to 
be a donor. Still, the fairplay involved in arrangements of this kind 
may be suspect. 

We should like to state for the record that we have reservations in 
regard to proposals which have been or will shortly be made to allow 
military surplus to be used in payment for labor in countries abroad. 
I realize that this is not involved in this legislation, but I understand 
that it will shortly be proposed. 

Labor—the payment would be for labor in the nature of public 
works. There may be a loose interpretation of public works against 
which we should guard. It is conceivable that public works, unless 
rigorously defined, might be construed as including construction of 
sectari ian institutions. 

Now, specifically, Mr. Chairman, we should like to recommend that 
this legislation give first preference in the distribution program to 
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institutions which are publicly owned and operated. We believe 
that such a preferentaial rating for public institutions would tend to 
bring these procedures far more into harmony with domestic policy. 

Under the first amendment to the Federal Constitution and the 
constitutions and statutes in 48 of our States, tax funds are denied 
to churches and their institutions. Now, there have been certain 
“health and welfare” grants to church institutions, to be sure, but 
they have been, with possible exception of the Hill-Burton Act, minor 
and peripheral. 

We have, generally speaking, held here the money line against any 
general appropriations for church institutions, and we believe this 
policy has been wise. We believe that we should be cautious about 
enactments which might create precedents that could later on be 
cited as a basis for departure from this tradition here in the States. 
A major factor in the development of church enterprises in this coun- 
try has been the plan of voluntarism for church support. The re- 
sources of the State through taxation have not been available for the 
building up of oppressive clerical apparatus as has been the case 
in other lands. And this has made for virility in our church pro- 
gram, which has been the envy of others. 

Now, it is argued that to exclude church enterprises from legisla- 
tion, legislative benefits of this kind, is discrimination against the 
churches and, in a sense, I think this may be true. Proposals we have 
made in regard to this legislation would tend to discourage church- 
related and controlled institutions as donees of the military surplus. 
State operated organizations would be encouraged and even private 
secular groups might come ahead of sectarian groups. Yet this “dis- 
crimination” practiced is simply a logical extension of the principle 
of the separation of church and state which has been a fortunate fea- 
ture of American policy. To strengthen and further abroad what 
we proscribe at home will not aid our national aims. To enhance 
the image of the state church that may well develop from the opera- 
tion of such legislation is a further identification of our foreign policy 
with the idea of a union of state and church. And this, we believe, 
should be avoided. 

Senator GruENtNG. Well, thank you very much, Mr. Lowell. 

Do I understand that the purport of your testimony is that mis- 
sionary organizations should not be the recipients of foreign excess 
property / 

Mr. Loweti. No, I would not say that entirely. I should say—I 
should recommend that publicly owned and managed groups and pri- 
vate nonsectarian groups should take precedence in the distribution, 
so that we would have somewhat the same image that we have in 
operations here in our own country. 

Senator Grventne. Well, what would you do in a primitive coun- 
try such as Ghana? Are there any publicly owned and operated in- 
stitutions there ? 

Mr. Lowety. Frankly, I do not know, Senator. 

Senator Gruentne. But I am sure there must be a number of those 
countries where such institutions do not exist. What would be your 
proposal under those circumstances ? : 

Mr. Lowrii, Well, of course I would not propose here that the 
stuff ought to be left to rot or be dumped in the ocean, because you 
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could not give it to a public agency; I am speaking in general terms 
of the legislation. I think certainly that this country—you said 
Ghana has not, but some countries have—I would say that in coun- 
tries where public ly owned and publicly managed institutions of this 
sort exist, that they should be given priority in ‘the distribution. That 
isall. I would not exclude the others. 

Senator Grugentnc. Would you like your testimony to go into the 
record as you read it, or would you like it to go as you have submitted 
it in writing? 

Mr. Loweii. Well, I think that the two are very similar. I did ab- 
breviate as I offered it here, but I think it might well stand in its full 
text. 

Senator Grugnina. Well, your full testimony will be inserted in 
the record at this point. 

Mr. Loweiu. Thank you. 

(The full text of the statement of Mr. Lowell follows:) 





STATEMENT OF C. STANLEY LOWELL, ASSOCIATE DIRECTOR, PROTESTANTS AND OTHER 
AMERICANS UNITED FOR SEPARATION OF CHURCH AND STATE, CONCERNING BILLs 
PROVIDING FOR THE DONATION OF FOREIGN EXCESS PROPERTY TO NONPROFIT oR 
TAx-SUPPORTED MEDICAL INSTITUTIONS, HOSPITALS, CLINICS, HEALTH CENTERS, 
SCHOOLS, COLLEGES AND UNIVERSITIES ABROAD 


We are quick to concede, Mr. Chairman, that the existence of a vast amount 
of surplus military equipment and property abroad presents the Government 
with unprecedented and complex problems in regard to the distribution of these 
items for their continued use. We concede, further, that the proposal to dis- 
tribute these items not only to State-sponsored and controlled institutions, but 
also to those of sectarian groups is one which has imposing arguments on both 
sides. It is only after long consideration that we have felt it necessary to make 
a precautionary appearance in regard to this particular principle in the proposed 
legislation. While there are two sides to the proposal for including missionary 
groups as recipients, we feel that the preponderance of evidence and reason 
may well be found on the negative side. 

If this property is made available to missionary groups—hospitals, schools, 
and other institutions—it will certainly be accepted by them and much of it will 
no doubt be put to good use. The members of this committee and church 
officials must not forget, however, how the entire missionary cause has suffered 
in decades past because of its alleged association with western states. Again 
and again, the effectiveness of missionary work has been blunted or destroyed 
by the charge that the missionaries were serving the interest of western imperi- 
alism. There has been very little truth to these charges, but their effectiveness 
in crippling missionary operations has been all out of proportion to the minimal 
truth. We stress the importance of this matter because the legislation here 
proposed gives preference to American organizations. We feel that missionary 
groups will be deeply involved. 

The rising tide of nationalism in Africa and Asia, and scarcely less in South 
America, has accentuated the difficulties of missionary programs. In order 
to cope with these problems they are now accelerating a process of transferring 
control of church enterprises to nationals of the countries in which they exist. 
This step has been taken by so many missionary boards in so many areas, Mr. 
Chairman, that we may describe it as one of the basic policies of the foreign 
missionary movement today. At least so far as the Protestant missionary ac- 
tivity is concerned, such a program seems to be general. Now what we have 
to weigh is the effect of these donations of surplus military equipment to the 
missionary schools and hospitals. Will this tend to recreate the very image we 
are trying to efface? To equip these missionary institutions with these ma- 
terials and properties may well suggest a tie between the U.S, military and the 
missionary enterprise which will not work to the advantage of either. 

It is onr feeling that the missionary enterprise of the churches abroad might 
be more effectively pursued if it did not rely at all on the Government, but only 
upon such donations as it can receive from individuals both in the countries 
involved and in the United States. We are suggesting, perhaps, that the 
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enterprise may be better received and more effective if it is not too big. Its 
operations must not rival those of the state. Missionary work should never try 
to become the loaf, but only the leaven in the loaf. To strengthen and widen its 
program with equipment supplied by the U.S. Government may seem to provide 
a short-term advantage, but in the long run may impede rather than accelerate. 

There are other features of our foreign aid program which offer parallels to 
these proposals. One of them is the surplus commodities distribution via 
church agencies. We do believe, Mr. Chairman, that serious doubts as to the 
wisdom of this program have been raised by its operation to this point. We 
understand that the program is supposed to be audited by CIA, but that it 
never has been audited because there is no appropriation for the purpose. De- 
spite the lavish praise of the surplus commodities program which has been 
seeded into the secular and church press, our own misgivings have steadily 
grown. The “Christian Century,” a prominent Protestant publication, published 
in its issue of June 18, 1958, a careful analysis of the church administered relief 
program on Formosa. This is the program carried out under Public Law 480, 
title 3. According to the findings of the “Century” this program, largely financed 
py the American taxpayer, has been used for shameless proselyting programs 
on Formosa. For example, Roman Catholic churches were built on Formosa 
in places where there were no Roman Catholic people, and they were built to 
serve as distribution centers for these commodities. The commodities were 
frankly used as come-ons to win converts and as bribes to keep the faithful 
faithful. The U.S. Government in its official survey was sharp in its criticism. 
The “Century” comments that the Secretary of Agriculture, Ezra Taft Benson, 
was “deeply disturbed” at the use of U.S. surplus goods to make converts. 

A further weakness of the commodities distribution on Formosa has been 
the confusion between Protestant and Catholic administrations. A theoretical 
“50-50 division” of the responsibility did not work out because each group was 
scrambling to get the cards of its own members. One official at food distribu- 
tion headquarters commented: “We have begun to wonder if distribution under 
Government auspicies may not be better in situations where large-scale relief 
programs are required.” There are instances, not only of Roman Catholic 
but of Protestant abuses of the surplus commodities program involving its use 
for the pursuit of purely sectarian advantage. Experience of this kind is not 
reassuring. 

Indeed, Mr. Chairman, so widespread have been the reports of the abuses 
connected with the distribution of surplus commodities through sectarian groups 
that they certainly invite a full-fledged investigation. We understand that 
none has been made. We should like to recommend that this be done. 

Another practical difficulty which has been encountered in the sectarian 
donation of surplus commodities is a rivalry between the church and the state. 
It is well known that there was bitter strife over a long period between the 
Government and the church in Poland over the distribution program there. Both 
coveted the “prestige” that was associated with the control of the distribution. 
Commodities deteriorated while this protocol dispute went on. 

Another program which offers some parallels with what is proposed here is 
that of the ICA. Certain features of this program have also come under criti- 
cism because of church pressures in regard to awards. For instance in Bolivia 
the Muyrina project which was awarded to a religious order, the Salesian 
Brothers, to the disregard of what has been widely claimed to be a superior bid 
by another religious group. While one must be cautious in his assessment of a 
situation like this, there does appear to be some ground for a belief that the 
successful bidder for the $1,600,000 property achieved success by exerting politi- 
cal influence on the Government which made the final determination in the 
matter. The property has now been turned over to this order and it will enjoy 
complete control regardless of its ability to live up to the terms of its bid. The 
prospects of church pressures on the state in connection with the donable 
property appear to be considerable. It also seems evident that in many situa- 
tions where a state church exists, this church will receive not only the lion’s share 
but perhaps 100 percent of the donations. We see a counterpart of this in the 
Surplus commodities program where one church has a monopoly on the donations 
in certain countries. It is, of course, truthfully contended that this church is 
the largest church and the best equipped to be a donor. Still, the fair play in- 
volved in arrangements of this kind may be suspect. 

We should like to state for the record that we also have serious reservations 
in regard to proposals which have been or will shortly be made to allow military 








38 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


surplus to be used in payment for labor in countries abroad. The labor would 
be for labor in the nature of public works. There may be a loose interpre. 
tation of public works against which we should guard. In Ireland, for example, 
all schools are sectarian. In Spain all high schools are owned by religious 
orders. It is conceivable that “public works” unless rigorously defined might 
be construed as including construction of institutions. 

Specifically, Mr. Chairman, we should like to recommend that this legislation 
give first preference in the distribution to institutions which are publicly owned 
and operated. We believe that such a preferential rating for public institutions 
would tend to bring these procedures more into harmony with domestic policy, 
Under the first amendment to the Federal Constitution and the constitutions and 
statutes of 48 of our 50 States, tax funds are denied to churches and their 
institutions. There have been certain “health and welfare” grants to church 
institutions, to be sure, but they have been with the possible exception of the 
Hill-Burton Act, minor and peripheral. We have, generally speaking, held the 
money line against any general appropriations for church institutions. We be- 
lieve that this policy has been wise. We believe that we should be extremely 
eautious about enactments which might create precedents that could later be 
cited as a basis for a departure from this tradition here in the States. A major 
factor in the felicitous development of church enterprises in this country has 
been the plan of voluntarism for their support. The resources of the state 
derived through taxation have not been available for the building up of op- 
presive clerical institutions as has so frequently been the case in other lands. 
Being on their own financially, our churches have had to learn to be close to 
their people and to count on their support. This has made for a virility in 
our church program which has been the envy of others. 

It has been argued that to exclude church enterprises from tax support is 
“discrimination” against the churches. In a sense this is true. Proposals we 
have made in regard to this legislation would tend to discourage church-related 
and -controlled institutions as donees of the military surplus. State-operated 
organizations would be encouraged and even private secular groups might come 
ahead of sectarian groups. Yet the “discrimination” thus practiced is simply 
a logical extension of the principle of separation of church and state which 
has been such a fortunate feature of American policy. To strengthen and further 
abroad what we proscribe at home will not aid our national aims. To enhance 
the image of a state church what may well develop from the operation of this 
legislation is a further identification of our foreign policy with the idea of a 
union of state and church. This, we believe, should be avoided. 


Senator GruENING. Have you any suggestions or has your organiza- 
tion any suggestions as to amendments to this bill that would carry 
out what you ‘advocated / 

Mr. Lower. Yes. I would suggest an amendment which would— 
now, there is a feature in this legislation—{ do not recall the exact 
words, but it would tend to give priority to those groups which are 
either directly or indirectly operated from the United States. I 
would say that, correspondingly, preference could be given as donees 
to groups which were publicly owned and managed in the countries 
involved ; that is, where the distribution is to take pl: ice, 

Senator GruEninc. In other words, on page 3 of the bill, section 
405(c), you would like to have an insertion “preference given to pub- 
licly sponsored organizations” ? 

Mr. Lowen. Yes. 

Senator GruentnGc. Where possible ? 

Mr. Lowetu. Publicly owned and managed. 

Senator Gruentne. Public ly owned and m: anaged. 

Mr. Lowe... Organizations, yes; yes, sir. 

Senator Grurnine. Thank you very much. It will certainly be con- 
sidered by the committee. 

Now, I think that concludes the testimony of witnesses who wanted 
to testify on S. 2725 and 8. 2732. Now we have a number of witnesses 
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who want to testify on S. 3154, and we have Max Kampelman, counsel 
for the American Association of Surplus Property Importers. 


TESTIMONY ON §. 3154 


Mr. KamrretMaAn. Thank you, Mr. Chairman. 

Senator GruENING. Mr. Kampelman, have you a written statement ? 

Mr. KamprretMan. I do, Mr. Chairman. I would propose, since it 
isa lengthy statement, that I omit portions of it, with the understand- 
ing that—— 

Senator GruENING. That will be very agreeable, think. Your full 
statement will be introduced into the record as presented; but if you 
will be kind enough, in the interest of saving time, to summarize and 
hit the high spots, and give us an idea what your basic thoughts are. 


STATEMENT OF MAX KAMPELMAN, COUNSEL, AMERICAN 
ASSOCIATION OF SURPLUS PROPERTY IMPORTERS 


Mr. KamprtMan. Yes; I will eliminate portions of the testimony 
with that in mind, Mr. Chairman. 

Our association, Mr. Chairman, is a newly organized group, and we 
came into being primarily to defend our members against an inter- 
pretation of a Federal statute by the Department of Commerce which, 
in our judgment, threatens the business survival of our members. 

Senator Gruenine. Well, tell me, what is your organization ¢ 

Mr. Kampriman. The American Association of Surplus Property 
Importers. ; 

Senator GrueNING. You import property from other countries to 
the United States 4 

Mr. KampeLMANn. We import foreign excess property, which is that 
property sold by our Defense Department and its agencies abroad as 
surplus. We purchase that property under sealed bid and by auction, 
and we then import it into the United States. We also purchase simi- 
lar property here in the United States when it is sold at domestic 
depots. 

Senator Grurninc. And what do you do with the property that 
you purchase in the United States? You do not export that, do you? 

Mr. KamprtmMan. On occasion, that property is exported, as my 
testimony will indicate. On other occasions, we will sell it here in 
the United States; frequently, we manufacture it; on occasion, we 
repair it; on other occasions, we sell it as is, depending upon the condi- 
tion of the item. 

Senator Gruentne. How many surplus property importers are 
there in your association ? 

Mr. Kamretman. It is difficult to know how many there actually 
are. 

There are in our association about 25 or 80 importers. On the 
other hand, there are more than 5,000 dealers in surplus items, which 
include items that are imported. They are represented also by the 
National Auto and Truck Wreckers Association, as well as by other 
surplus organizations, and we are authorized to indicate their support 
for the bill as well. 
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Senator Grueninec. Are there surplus property importers who are 
not members of your American association ¢ 

Mr. KampriMan. I would assume there are. 

Senator Grueninc. But perhaps not many; most of them are 
members / 

Mr. Kampeitman. Yes, they are. 

Senator Gruentna. And you have about 35? 

Mr. KampeitmMan. Yes, about that. 

Senator GRUENING. W ell, apparently the import: ition and disposal 
of truck surplus property is a major business, is it not ¢ 

Mr. Kampeiman. It is a major business. Many, many thousands 
of people are employed in connection with that ’ business. These 
members of our association might, in the vernacular, perhaps be called 
wholesalers rather than retailers. And stemming from them would 
be many dealers in community after community whose business ac- 
tivity relates to surplus, and they belong to their own associations 
there. 

Senator GRUENING. Have you any idea in round numbers what the 
annual value of the surplus property that was handled by your asso- 
ciation would be? 

Mr. Kampetman. I could give you the figure that was mentioned 
by the Department of Defense as to the total amount at acquisition 
cost of surplus property which was sold abroad, but. not necessarily 
sold to our members. And that figure that has been used is about 

350 million. 

We are told, in the course of evidence before the louse committee 
on this subject, that about 20 percent of that total is purchased by 
American business people abroad, which would mean, let us say, $35 
million to $40 million. We are also told that, of that amount, per haps 
half would be returned to the United States, and that some American 
purchasers do not desire to return it here if they have customers 
abroad. 

Senator GruENING. I take it that most of the surplus property that 
arrives in the United States originates with our Military Establish- 
ment overseas. 

Mr. Kampetman. That is correct, sir. 

Senator Gruentne. And what are the principal .articles? Is it 
automotive equipment / 

Mr. Kamretman. A great deal of it is automotive equipment. This 
automotive equipment takes two forms. It would take the form of 
the vehicles themselves; but an important item is spare parts for the 
vehicles, and it is difficult for me to know which is really the more 
important. The spare parts are very essential items. 

In addition to the automotive equipment, construction equipment is 
sold abroad. And then there are soft goods—shoes and the like. 

Senator GruentnG. Clothing? 

Mr. KampruMan. Clothing, yes, and the like. 

Senator GruENING. Now, does your association act as a unit in 
bidding ? 

Mr. KamreimMan. No, it does not. 

Senator GrventneG. Individual importers go to various places, vari- 
ous depots, and make these sealed bids, is that it 4 

Mr. Kampretman. Yes. It is a highly competitive business. 











DISPOSAL OF SURPLUS PROPERTY OVERSEAS 41 


Senator GRUENING. Highly competitive ? 

Mr. Kamretman. Highly competitive, and these sales are done in 
sealed bids; although of late, the auction principle has been adopted. 
Now, the auction principle was adopted, I understand, by the Depart- 
ment of Defense because there has been a great deal of pressure and 
urging on the part of some of the committees of the Congress on the 
Department of Defense to increase its return on the acquisition dollar, 
and they have been challenged, therefore, to find techniques which 
might increase the amount received. Therefore the auction principle 
went into effect so these sales are either by sealed bid or auction. 

Our people would all fit within the category of small business. It 
is an industry that came into existence, Mr. Chairman, after the war. 
It was started by a great many individuals who used their ingenuity 
to find out how best they could prosper and find a place for them- 
selves in the community. During the course of the last 15 years or so 
this industry has become firmly established as a good, valid, respect- 
able industry. It is an industry which is now on its feet and would 
like to remain and survive as an industry. 

Senator GrueninG. I suppose as long as there are large quantities 
of surplus there will be agencies originating efforts to dispose of it. 

Could you give me any idea about what percent of the original cost 
is provided in the bidding by these various surplus importers ? 

Mr. KampectMan. It is very difficult to tell, and there is no constant 
on it. I have asked this question of our members, and I have been 
answered with illustrations. For example, it might go as high as 20 
cents on the acquisition dollar, and sometimes even higher. On the 
other hand, it will go as low perhaps as 5 cents on the acquisition 
dollar. It would depend on the item. 

If I can add a word at that point, I would say that we have found, 
and we have introduced rather substantial evidence, Mr. Chairman, 
during the course of three different hearings before the House Com- 
mittee on Government Operations, that, in addition to that cost, our 
members will frequently spend as much, if not more, in additional 
cost in order to improve the items that are purchased. 

Senator Gruentna. Now, Mr. Kampelman, do you favor the pas- 
sage of S. 3154? 

Mr. Kampeiman. I do, Mr. Chairman. 

Senator GRUENING. You do? 

Mr. Kamreitman. I do. 

Senator Gruentne. You think this is good legislation ? 

Mr. Kamretman. We think it is good legislation. The fact is, Mr. 
Chairman, we think it is essential legislation if we are going to survive. 

You will see from a reading of my testimony when the committee 
gets to studying the testimony, Mr. Chairman, that we are now gov- 
erned by a 1949 statute. We had been operating under that 1949 stat- 
ute until 1958, and had been surviving. We had always assumed that 
the 1949 statute had a definite established meaning, and everyone seems 
to have the same assumption. Beginning in 1958, however, adminis- 
trative practice altered, so that without the Congress passing an 
amendment to the law, the Department of Commerce completely 
changed the interpretation of the law. The result is that, since 1958, 
there has been a virtual embargo. I do not want to say that nothing 
“7 been allowed in on a license, but very little has been allowed in on 
a license. 
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Senator Gruenine. Well, I will be glad to have you develop that, 
Tell us how it happened and what has happened. 

Mr. Kamreiman. Thank you, sir. 

Section 402 of the existing law reads, and I will quote just that 
provision : 

But in no event shall any property be sold without a condition forbidding its 
importation into the United States, unless the Secretary of Commerce determines 
that the importation of such property would relieve domestic shortages or other- 
wise be beneficial to the economy of this country. 

Foreign excess property is defined elsewhere in the act to mean 
property under the control of any Federal agency which is not re- 
quired for its needs and the disc charge of its responsibiliti ies and which 
is located outside the United States. 

It is worth noting that such property is really not foreign in any 
sense other than its ‘being situated outside the United States; in ev ery 
other sense it is thoroughly American. 

Now, in our judgment— and we have material that we will submit 
for the record in this connection, Mr. Chairman—the legislative his- 
tory of section 402 establishes that the ( ‘ongress never “intended to 
prohibit or unnecessarily curtail imports of surplus property pur- 
chased by Americans from the U.S. Government at overseas bases, 
Quite to the contrary, Congress clearly intended this provision only 
as a safety valve to avoid serious repercussions which might result 
from substantial imports of foreign excess property in the event of 
economic depression. EK verything in the legislative history suggests 
that a flexible reasonable policy in the light of actual economic cir- 
cumstances was contemplated. And that is the manner in which the 
Department administered the section from the time of its enactment 
in 1949 until the last several years. 

In 1958, this was changed by the Department and its extremely re- 
strictive and inflexible policy resulted in an absolute embargo on 
importation of foreign excess property. Now, this new policy was 
adopted largely as a consequence of hearings held by a subcommittee 
of the House Committee on Government Oper: itions in July 1958, and 
that committee’s subsequent report and hearings. Although the 
House committee was concerned only with what it regarded as slip- 
shod administration of the section by the Department, nevertheless 
these hearings led to the change in the interpretation. 

As a result, during the first 6 months of 1959, for example, when 
we first began to feel the pinch of this—the new regulations were 
effective in Janu: ry of 1959—the Foreign Excess Property Office had 
authorized the importation in only 2 cases out of 73 applications 
submitted. 

I might say, by the way, that many potential importers recogniz- 
ing that the cards were stacked against them, did not even bother to 
submit applications. 

As a result of this, Mr. Chairman, our association last July went 
before the same House subcommittee which had investigated this 
program in 1958. We reported what had transpired. “We were 
given 2 days of hearings by Mr. Dawson. Asa result of that, the bill 
which is now before you was originally drafted by Chairman Dawson 
of the House committee. It reflects the judgment of that committee 
based on its extensive study of this problem over a period of 3 years, 
including three rather extensive hearings. 
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I will not take the time of the committee at this point to analyze 
why we were unhappy with the regulations, but I will say that the 
representat ives of our association testified at very considerable lengths 
before the Dawson committee as to problems they had been encoun- 
tering under the present Jaw and as to the necessity for a change in 
the law. 

Again in the interest of time, I suggested to our members that we 
not individually appear before your committee repeating that testi- 
mony. But you can see from their previous testimony that in many 
cases the form and usefulness of foreign excess property items were 
substantially altered and Papriven by the importers before the prop- 
erty is sold to the ultimate user 

One of our witnesses, for example, told about how his company 
had imported surplus hydraulic traversing mechanisms which were 
originally used—and this is interesting—as a part of tracking gear 
in a 40-millimeter antiaircraft gun. Then Mr. Groban converted 
these mechanisms into hydraulic transmission for midget automo- 
biles with gasoline engines made for children. In this case the 
mechanisms which otherwise would have been sold for scrap at 75 
cents apiece were purchased by him for $5 apiece under competitive 
bidding. Thereafter, Mr. Groban spent an additional $15 per unit 
converting them into transmissions. 

Subsequently, when Mr. Groban’s competitors saw how it was done, 
they wanted to copy his ingenuity, so they bid $12 per unit. Thus, 
these mechanisms got to be a competitive item on the next sale, and 
the return to the Government as a result of this was dramatically 
increased. 

Sometimes surplus equipment is converted by the importer’s cus- 
tomers. For example, one of the witnesses at last July’s hearing 
testified that his company purchases surplus trucks from the im- 
porters, and spends approximately $1,000 a truck in reconditioning 
them. That is in American labor. Then he mounts water tanks on 
each truck, at an additional cost of from $1,750 to $2,500 per truck, 
depending on the size. These trucks are then used to provide vitally 
needed water for construction projects in California in areas whic h 
have virtually no water otherwise. This company spent $351,000 in 
the first 9 months of its last fiscal year for labor and material incident 
to the production of these water trucks. Surplus trucks are the only 
kinds of trucks desired by contractors for this purpose and they are 
the only kind of trucks which it is economically feasible to use for 
this purpose. This is because surplus World War II vintage trucks 
have a special added ruggedness and utility for this partic ‘ular kind 
of work. 

We believe that we play an important role in the economy. We 
believe that our economic well-being is something which ought to be 
considered by this committee and by the American Government 
when it formulates public policy. 

Again my prepared testimony cites specific instances as to how we 
have become unable to operate our businesses. But I, again, d not 
want to take the time of the committee in connection with that, other 
than to say this: All of these restrictions and administrative problems 
which we face—and, Mr. Chairman, they have plagued us legion— 
really appear ludicrous in the light ‘of the actual dimensions of the 
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matter. The question raised by the chairman a few moments ago 
I think, tends to highlight that. oa 

Almost all of the foreign excess property is generated by the De- 
partment of Defense. They have given us the figure of $340 million 
worth of property and acquisition costs. Only 10 percent of this js 
sold to Americans, and the American purchasers desire to bring only 
half of that back into the United States. This compares with $2 
billion worth of surplus sold annually within the United States by 
the Department of Defense, without any restrictions on its resale in 
the domestic economy. 

Actually, the domestic surplus, when it is sold—and this came out 
during the House hearings as well—is sold after informal consulta- 
tion between the Department of Defense and the Department of 
Commerce with respect to the possible adverse effect on the economy, 
As a practical matter, the difficulties we have had with foreign excess 
property because of the special statutory provisions applicable to it 
are hardly warranted by the dimensions of the problem. 

The Department of Commerce itself told the Dawson committee 
during last year’s hearings that section 402 as presently in effect 
imposes a severe administrative burden, and the Department. itself 
suggested the desirability of reexamining the problem to see whether 
section 402 has any value in its present form. 

Again during the recent House committee hearings on the com- 
panion bill to S. 3154, the Department indicated that that bill, with 
certain suggested changes, “would facilitate administration of our 
responsibilities under the law.” 

Other agencies of the Government and the Comptroller General 
have indicated approval of S. 3154 as it now stands. The Budget 
Bureau supports the bill as it is now written and before you. The 
Dawson committee, with years of experience in dealing with this 
problem, believes that this legislation is necessary and has reported 
out the companion bill favorably. 

In short, since there is agreement on the part of Government agen- 
cies and those congressional committees that have looked into this 
matter that some change is necessary in the criteria for determining 
whether foreign excess property may be imported, the only question 
seems to be the form this legislation should take. 

We had hoped that Congress would see fit. to eliminate entirely the 
present anomalous distinction between foreign and domestic surplus. 
On the other hand, we support the existing bill, even though it falls 
short of our expectations. We recognize that in the legislative proc- 
ess there are considerations that must be taken into account as to 
what is real and what is not real in this connection. And under this 
bill before you, foreign excess property could be brought into the 
United States unless the Secretary of Commerce determines that the 
reentry would be injurious to the economy of the country. ‘This would 
place the burden of proof squarely where it belongs—on the De- 
partment of Commerce—and would still permit restrictions on the 
import of foreign surplus where restrictions are deemed necessary for 
the general rather than the special welfare. 

We are prepared to say that our own special welfare ought to suffer 
if it is in the interest. of the general welfare as a whole. We are not 
prepared to say it should suffer if it merely conflicts with another 
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special welfare. We would like to have the general welfare be the 
main consideration. 

The Department of Commerce has suggested an amendment to the 
present language of S. 3154 which would, in our judgment, reverse the 
thrust of the bill. Instead of prohibiting the importation only if the 
Secretary had made a determination that injury would result, the 
Commerce amendment would prohibit the importation unless a de- 
termination were made that no injury would result. In addition, 
the Commerce amendment would change the criterion from “in- 
jurious to the economy of the country” in the present, bill to “in- 
urious impact. on domestic production or employment. 

The Department of Commerce justifies the proposed Aine tiivente 
on grounds of administrative convenience and “an effort to supply 
more specific guidelines,” but under these guises it would, we fear, do 
damage to the present intent of the bill. The Department would 
have to make an affirmative negative finding that there would not be 
an injurious impact. There is no quantitative standard as to how 
much injury would warrant denial of an import application under the 
Department’s recommendation. 

We are concerned that the orientation of the Department could 
lead the Department to deny applications as in the past because of 
vague claims of potential injury to one particular segment of an 
industry without considering the overall impact of the importation on 
the economy as a whole. 

We were very much impressed, Mr. Chairman, with the conioment 
that the Bureau of the Budget made on the legislation. It is a very 
short sentence which I would like to read. It told the Dawson com- 
mittee that the criterion adopted should give consideration— 


* *.* not only to the possible effect of an import upon a particular industry but 
also to other factors such as employment and production in other segments of 
the economy, including the possible beneficial effects of imports. 

Accordingly, we urge that the so-called “affirmative-negative amend- 
ment” as proposed by the Department of Commerce, be rejected by the 
committee. 

Now, Mr. Chairman, I want to conclude by saying this. Surplus 
property is not offered for sale until after the Government has dis- 
posed of surplus under the donable program of existing law. We 
support the donation program as in the public interest. Our only 
position is that, after Congress in its wisdom has established its policy 
on what is to be donated, where and to whom, we wish to have the right 
as American businessmen to bid competitively and fairly for the pur- 
chase of the property that remains, and then to utilize that property in 
our normal business activities, with the right to bring that property 
to the United States during the course of that pursuit. 

Mr. Chairman, I want to again express my appreciation and that 
of our association for your courtesy in hearing our testimony and our 

a And we trust that your committee will favorably 
report S. 3154. 
AMENDMENTS TO H.R. 9996 


Senator Gruentne. Mr. Dawson of the House, of course, had a pend- 
ing bill, H.R. 9996, and that bill has been reported by the Committee on 
57809—60—_4 
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Government Operations of the House with some amendments. Haye 
you had an opportunity to study those amendments ? 

Mr. KampeLMAN. I have 

Senator GrueNING. What is your feeling about them ? 

Mr. Kampetman. We would be happy with all but one of the amend- 
ments prepared by the House. 

Senator GruENtNG. Which one is that 4 

Mr. Kampriman, I would like to refer tothat. It is a small change, 
but we consider it to be a meaningful change. 

On page 2 of the bill, if you have the bill in front of you, sir. 

Senator GRUENING. Yes; I have. 

Mr. KampetMaAn. You ¥ ill notice, at least in the copy that I have, 
on. line 4 of that bill the first words are “sale or other disposition”, is 
that correct? We would want to keep the word “if,” rather than have 
the word “unless”, which the House committee put in. 

And as far as line 8 is concer ned, eliminate the word “not.” 

In simple matters, therefore, we would want to keep the word “if.” 
The House substituted the “unless not” for “if.” And I would like to 
explain what our concern is in this connection. 

The Humphrey-Engle bill which is now before you, and the original 
Dawson bill which it models, provides that 
It shall be unlawful to import foreign excess property into the United States if 
the Secretary of Commerce determines that the importation would be injurious, 

This is fine as far as we are concerned. We can understand it; it 
is simple. But what we ave bothered by is the change that says: 

It shall be unlawful unless the Secretary of Commerce determines that it 
would not * * * 

You see? It is a kind of reverse negative thrust. It imposes an 
ulirmative—the Department must first make an affirmative finding of 
a negative nature. 

We are a little bit mistrustful of it, Mc. Chairman, primarily, I 
think, perhaps because of our experiences with the Department in the 
past. 

Senator Gruenine. I think that language might serve as a long- 
time obstruction. 

Mr, KampetMAN. We think it might serve as a long time obstruc- 
tion which will cause us administrative headaches constantly. 

Now, we are told that it really makes no difference meaningfully, 
substantively. Well, if it does not make any difference substantively, 
the rest certainly seems simple to us. 

Senator GrueninG. That is the only question / 

Mr. KampretmMan. That is the only—the other change, which we 
have no objection to, is where the original stated “injurious to the 
economy of the country,” the amendment would substitute for “econ- 
omy” “production or employment,” which is perfectly proper as far 
as we are concerned—“undue loss of the production or ceclaguenl 

The other amendments which are at the end of the bill are perfectly 
acceptavle as far as we are concerned. They tighten the adminis- 
trative procedures of the bill. 

Senator GrugenineG. Thank you very much, Mr. Kampelman. Your 
entire statement will appear in the record at this point. 
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Mr. KamreuMan. Thank you very much, Mr, Chairman. 
(The full text of the statement of Mr. Kampelman follows:) 


STATEMENT OF MAx M. KAMPELMAN 


Mr. Chairman and members of the committee, my name is Max M. Kampel- 
man. Iam an attorney with offices at 1700 K Street, NW., here in Washington. 
I appear today as counsel for the American Association of Surplus Property ln- 
porters. We are grateful, indeed, Mr. Chairman, for this opportunity to appear 
before your subcommittee and to testify in support of S. 3154, the Humphrey- 
Engle companion bill to H.R. 9996, the Dawson bill now on the calendar of the 
House of Representatives. 

Our association is a newly organized group. It has come into being primarily 
to defend its members against an extremely arbitrary and restrictive interpre- 
tation and implementation of a Federal statute by the Department of Commerce. 
The statute in question is section 402 of the Federal Property and Administra- 
tive Services Act, which authorizes Government agencies to dispose of Govern- 
ment surplus property located abroad but which also limits the extent to which 
such surplus property may be imported into the United States. 

Before proceeding to a discussion of the immediate problem facing us, I think 
it would be helpful to tell the committee something about the industry repre- 
sented by our association. 

Members of our association are interested in purchasing for resale surplus 
property disposed of by the U.S. Government. Some of this property is in good 
condition when offered to us but much of it is in very poor shape when it is 
sold by the Government and must be reconditioned by our members before it is 
in turn sold to their customers. Members of our association are interested, I 
might add, in surplus disposed of by the U.S. Government both in the United 
States and abroad. The question before us is a limited one, however, so our 
discussion is limited to surplus property sold abroad. 

At this point, Mr. Chairman, I wish to note that we are not offered any prop- 
erty for sale until after the Government has disposed of property under the 
donable program of existing law. We support the donation program as in the 
public interest. Our only position is that after Congress in its wisdom has es- 
tablished its policy on what is to be donated, where, and to whom, we wish to 
have the right as American businessmen to bid competitively and fairly for the 
purchase of the property that remains and to then utilize that property in our 
normal business activity without being discriminated against. 

Members of our industry are not interested only in the importation and resale 
of end products such as trucks, coustruction equipment, clothing, and other 
types of soft goods. A substantial portion of our business involves the importa- 
tion of foreign excess property consisting of replacement parts and components 
for end-use equipment which is several years old. In many cases, the original 
manufacturers have ceased producing parts and components for such equipment, 
and members of our industry, through the acquisition of surplus parts and com- 
ponents, constitute the best, if not the sole, source of supply within the United 
States. The unavailability of such obsolete parts and components would mean 
that the end-use equipment would become inoperable. Accordingly, our industry 
keeps useful and productive equipment in operation. 

Our industry contributes to the national economy in other ways. First of all, 
the fact that members of our industry are interested in foreign excess property 
and bid for purchase of this property means that the Government is able to 
realize a larger amount of money on its disposition of surplus property. Were it 
not for the interest of surplus dealers, such as members of our industry, in pur- 
chasing this property, the Government would lose many millions of dollars on 
the sale of surplus property, thus greatly adding to the defense costs and tax 
bill of the Nation. In addition, the activities of members of our industry pro- 
vide employment opportunities and business opportunities, which would other- 
wise not be available, to many thousands of individuals. 

I should like to describe in very general terms the manner in which the mem- 
bers of our industry fit into the framework of the national economy. It should 
be emphasized, first of all, that our association is comprised of small business 
firms. Despite the small size of these firms, their activities give rise to consider- 
able employment through their shipment, reconditioning, and other handling of 
surplus property. 
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Many of our customers are individuals who may desire to buy surplus items 
for personal use in camping, hunting, fishing, or ordinary household activities. 
These customers rely upon the availability of surplus items to meet their par- 
ticular needs; if surplus items were not available, they would in nearly all cases 
simply not purchase the item, since they could not afford to pay the new-item 
price. 

We also have another classification of customer. A host of small business 
enterprises has come into being since World War II as a result of the availa- 
bility of surplus equipment. These small business enterprises have been able to 
compete—in the construction business, for example—against big business be- 
cause they have equipment which would otherwise not be available to them. It 
is a delusion to think that such small enterprises would buy new equipment if 
the surplus were not available; rather they would not buy anything and would 
not be able to carry on at all. Some of these small businesses become successful 
and, in turn, larger. In that event, they are no longer interested in buying sur- 
plus equipment, but would become new customers for new equipment. This has 
frequently been the fact. 

I should like to turn now to a discussion of the specific difficulties our mem- 
bers have been experiencing in connection with the Commerce Department’s ad- 
ministration of section 402 of the Federal Property and Administrative Services 
Act. 

Section 402 reads, insofar as pertinent with respect to foreign excess property, 
as follows: 

“* * * but in no event shall any property be sold without a condition for- 
bidding its importation into the United States, unless the * * * Secretary of 
Commerce * * * determines that the importation of such property would relieve 
domestic shortages or otherwise be beneficial to the economy of this 
country * * *,” 

“Foreign excess property” is defined elsewhere in the act to mean property 
under the control of any Federal agency which “is not required for its needs and 
the discharge of its responsibilities” and which is located outside the United 
States. It is worth noting that such property is really not “foreign” in any 
sense other than its being situated outside the United States. In every other 
sense it is thoroughly American—American-made, American-bought, American- 
owned, and possessed and held by agencies of the U.S. Government for purposes 
of the U.S. Government . 

It would be useful, I believe, to summarize briefly the history of section 402 
and the reasons why the legislation now before this subcommittee has become 
necessary. 

It is clear from the legislative history of section 402 that the Congress never 
intended to prohibit or unnecessarily curtail imports of surplus property pur- 
chased by Americans from the U.S. Government at oversea bases. Quite to the 
contrary, Congress clearly intended this provision only as a safety valve to avoid 
the serious repercussions which might result from “substantial imports” of for- 
eign excess property in the event of an economic depression. Everything in the 
legislative history suggests that a flexible, reasonable policy, in the light of actual 
economic circumstances, was contemplated, and this is the manner in which the 
Department of Commerce administered section 402 from the time of its enact- 
ment in 1949 until the last several years. 

In 1958, without any change in the statute, the Department of Commerce took 
it upon itself to reverse complete its interpretation and implementation of the 
law. The Department adopted an extremely restrictive and inflexible policy 
resulting in an almost absolute embargo on importation of foreign excess prop- 
erty. This new policy was adopted largely as a consequence of the hearings held 
by a subcommittee of the House Committee on Government Operations in July 
1958, and that committee’s subsequent report on the hearings. Although the 
House committee was concerned only with what it regarded as slipshod admin- 
istration of section 402 by the Foreign Excess Property Office of the Department 
of Commerce, the Department prodded by the representatives of certain of the 
original manufacturers of surplus property, wrongly interpreted the committee's 
attitude as a directive to the Department to prohibit all importation of foreign 
excess property. 

Thus, during the first 6 months of 1959, the Foreign Excess Property Officer 
authorized importation in only 2 cases out of 73 applications submitted. I might 
say, by the way, that many potential importers, recognizing that the cards were 
stacked against them, did not even bother to submit applications. 
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Last July, our association went before the same House subcommittee which 
had investigated administration of the foreign excess property program in 1958, 
and we reported to that subcommittee on what had transpired in the year since 
their original hearings. The bill now before you was originally drafted by Chair- 
man Dawson of the House Committee on Government Operations as a direct 
consequence of the extended hearings held by the committee last July on the 
jssues Which we raised. It reflects the judgment of that committee based on its 
extensive study of this problem over a period of 3 years, including three exten- 
sive hearings. 

The Department of Commerce has issued detailed regulations, setting forth 
its interpretation of section 402. Let me very briefly summarize those specific 
aspects of these regulations which cause us grave concern. 

1. The burden of proof is placed upon the small businessman who seeks to 
bring foreign excess property into the United States. He is required, despite 
his limited resources, to demonstrate that the importation would relieve domestic 
shortages or otherwise benefit the domestic economy. In this connection he is 
required to submit supporting evidence including, for example, supply-demand 
data, production and consumption statistics, statements of inability to obtain 
the type of property domestically, statements of manufacturers that production 
has been discontinued and no substitutes are reasonably available, and the like. 
This is clearly an unreasonable burden to place on a small businessman in his 
application to the Department of Commerce with its own vast storehouse of 
business and economic data. 

2. The present regulations sharply restrict the statutory standard of “bene- 
ficial to the economy of this country.” Although it is conceded in the regulations 
that “every importation presumably confers some benefit upon some segment of 
the economy,” a showing that “an importation would not be harmful” is not 
adequate. Similarly, the regulations torture the statutory term “beneficial” to 
mean “special benefits over and beyond any benefits to be derived in the market- 
place by an added supply of goods and materials.” 

3. The regulations completely rule out the consideration of low price for 
domestic sales of foreign excess property as an adequate benefit to the economy or 
as evidence of domestie shortage. This might be a valid position and a reasonable 
interpretation of the law to the extent that surplus property is directly com- 
petitive with domestie supply, but it has no validity where there is actually a 
separate and distinct market for surplus property created by the price differen- 
tial. In effect, it is as if the Department is stating that the availability of 
Cadillac automobiles at $6,000 apiece would be regarded as evidence that there 
is no shortage of automobiles, even if no automobiles were available in the 
$2,000 price range. The regulations completely ignore the fact that the market 
for a Cadillac is a separate and distinct market as compared with the market 
for a Chevrolet. We all know that a person who is in the market for a Chevrolet 
isn’t normally interested in buying a Cadillac instead, or vice versa. 

4. The regulations provide that a product will not be considered to be in short 
supply “if alternative usable grades, qualities, or dimensions are domestically 
available.” As this provision is administered, it would be determined that no 
shortage of trucks exists for use in the rugged terrain of California if trucks 
specifically designed for use on flat terrain in Indiana were available. 

5. The regulations provide that shortage must be determined on a national 
and not on a local basis. This means, in effect, that someone desiring to import 
foreign excess property must go far beyond his own market area, far beyond his 
own sources of supply and his competitors’, to ascertain whether or not domestic 
supply is available. It means that he must be prepared to refute and disprove 
ofttimes vague and erroneous rumors as to availability of the items in distant 
parts of the country. This is not only ludicrous as a result of the burden it 
imposes, but the criterion is ridiculous when we consider that the high cost of 
freight frequently makes it economic idiocy to think that equipment in Alaska is 
competitive with that in Alabama. 

Representatives of our association have testified at very considerable length 
before the Dawson committee as to the problems they have been encountering 
under the present law, and as to the necessity for a change in the law. Rather 
than take the time of this committee with a repetition of this testimony, I 
would like, with your permission, to summarize the principal points made in 
this previous testimony. Let me say, however, that most of the gentlemen 
who testified in the earlier hearings before the Dawson committee are present 
today, and are in a position to expand on what I say, or to respond to any 
questions, if the subcommittee so desires. 
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In many cases the form and usefulness of foreign excess property are sub- 
stantially altered before the property is sold to the ultimate user. For exam- 
ple, Mr. Ray Groban of Chicago told the Dawson committee at pages 16-18 of 
the 1959 hearings about how his company, Groban Supply Co., has imported 
surplus hydraulic traversing mechanisms originally used as part of the track- 
ing gear in 40-millimeter antiaircraft guns, and converted these mechanisms 
into hydraulic transmissions for midget automobiles with gasoline engines made 
for children. In this case, the mechanisms, which otherwise would have been 
sold for scrap at 75 cents a piece, were purchased by Groban Supply Co. for $5 
apiece. Thereafter, Groban spent an additional $15 per unit converting them 
into transmissions. Subsequently, when Groban’s competitors saw how it was 
done, they bid $12 per unit for the next lot of the mechanisms offered by the 
yovernment as surplus. Thus, the return to the Government on its sales of 
this surplus, was dramatically increased. 

Sometimes the surplus equipment is converted by the importers’ customers. 
For example, Mr. Orville Dick of Paramount, Calif., told the Dawson committee 
at pages 49-52, that his company purchases surplus trucks from the importers, 
spends approximately $1,000 per truck in reconditioning them, and mounts 
water tanks on each truck at an additional cost of $1,750 to $2,500 per truck, 
depending upon size. These trucks are then used to provide vitally needed 
water for construction projects in California, in areas which have virtually 
no water otherwise available. This company spent $351,000 in the first 9 
months of its last fiscal year for labor and material incident to the production 
of these water trucks. Surplus trucks are the only kinds of trucks desired 
by contractors for this purpose, and they are the only kind of trucks which it 
is economically feasible to use for this purpose. Surplus World War II 
vintage trucks have a special added ruggedness and utility for this kind of 
work. This added ruggedness enables users of the surplus water trucks to 
haul at least 10 percent more water in each 8-hour day than could be hauled 
by newer model trucks. In addition, the maximum life of a water truck 
used in California does not exceed 3 years, and no contractor wants to buy 
costly equipment for such short-term use. 

Another example concerns forklift trucks. Connell Motor Truck Co. of 
Fresno, Calif., purchase a special kind of surplus forklift truck from the 
importer. This particular item is known as a “plane loader” and is used for 
loading aircraft. The Conneil Co. modifies this equipment for use in agriculture 
to obviate a shortage of field labor. No other kind of equipment is satisfactory 
for this purpose. 

Mr. Seymour Green, president of our association, testified at page 147 that 
his company, Green Truck Sales, Inc., of Los Angeles, sold surplus trucks to a 
contractor at $1,900 apiece, which enabled the contractor to bid on a Brazilian 
contract, which he could not have thought of bidding on if he had to buy new 
trucks at $20,000 apiece. This contractor, by the way, spent at least $10,000 
per truck modifying them for use as cement mixers, 

Mr. Jack Ellis of Los Angeles told the Dawson committee that his company 
spent over $500,000 in 1956, 1957, and 1958 to American steamship companies 
for transporting foreign excess property to the United States. and in these years 
also spent an additional $100,000 per year in reconditioning and handling this 
equipment. 

Thus, it can readily be seen that the importers of surplus property play 
a major and highly useful role in certain areas of the economy. The present 
virtual embargo on importation of surplus property not only is threatening to 
put the importers out of business, but is seriously affecting many areas of the 
economy, and is depriving numerous individuals and companies of the oppor- 
tunity to acquire items that they want and need. For example, the Dawson 
committee hearings showed that contractors in water-hungry California are 
faced with a desperate shortage of water trucks; that farmers in labor-short 
California who urgently require converted plane loaders cannot obtain them: 
that users of World War II vintage trucks and equipment cannot obtain parts 
and components necessary to keep their trucks and equipment in operation; 
that a contractor constructing a vitally needed pier at Long Beach, Calif., 
faced a long delay in completing the pier because he could not obtain a surplus 
rock crusher; that users of trucks and other vehicular equipment were com- 
pelled to mismatch tires, because the matching tires they need and want were 
available only as foreign excess property which could not be imported; that 
the YMCA in Pittsburgh was deprived of the opportunity to buy a stage-lighting 
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unit for its Little Theater program. Countless other examples could be recited. 

The hearings also brought out a number of specific instances of the arbitrary 
manner in which foreign excess property is being kept out of the United States. 
Here are just a few of these cases: 

For example, in April 1959, the Ellis Co. of Los Angeles, Calif., applied for 
authorization to import axle assemblies for military GMC 6 x 6 trucks. The 
application was turned down by the FEPO, because, according to the FEPO, 
Timken Division of Rockwell-Standard was manufacturing the axles, and be- 
cause two named companies Rex-Tex Equipment Corp. of Dallas, Tex., and 
Memphis Equipment Co. of Memphis, Tenn., each had 200 of these axle assem- 
blies in stock available for sale. 

Mr. Ellis contacted both of these suppliers. Rex-Tex replied in part: 

“* * * we do not have any of these in stock and have not had any for over 
a year now. We are in great need for our service requirements for customers 
who have purchased this type of truck, and if you can locate any of them, 
please keep me in mind, as I would like to buy some of them.” 

Memphis Equipment Co. replied: 

“* * * T am sorry to advise that at the present time we do not have anything 
at all in new or good used units.” 

Mr. Ellis then proceeded to seek the axles from Timken which, according to 
the FEPO, was then manufacturing them, but Timken replied that its policy 
was to sell replacement parts only to the vehicle manufacturers, and, accord- 
ingly, referred Mr. Ellis’ inquiry to the parts department of GMC Truck and 
Coach Division. GMC replied that it was able to sell parts peculiar to a mili- 
tary model only to a Government agency, and, therefore, would not furnish 
these axles to Mr. Bliis. 

It is apparent, therefore, that axles of this kind were in short supply, and 
that Timken neither desired nor was able to satisfy the market for such axles 
as replacement parts in military 6 x 6 trucks then in civilian use. Nevertheless, 
the FEPO refused to admit these axles until after the facts of this case were 
presented to the Dawson committee last July. 

Another example concerns YC9A cranes. Green Truck Sales, Ine. of Los 
Angeles, Calif., had two YC9A link belt cranes in bond, and sought to obtain 
the FEPO’s release of these cranes for sale to a customer who urgently needed 
them for construction work. The customer had other truck cranes, but they 
were not suitable for work in close areas, the specific use for which the YC9A 
cranes were needed. The customer had been seeking to purchase such cranes 
some time, but could find no YC9A cranes, used or new, available for his 
purchase. The manufacturer’s distributor advised Green Truck Sales, Inc., in 
March 1958: 

“* * * this particular machine has been out of production for the last 5 
years. Frankly, if we had a dozen of them ready now, we could dispose of 
them during the next half hour.” 

Nevertheless, the FEPO turned down the application, relying upon advice of 
BDSA that substitutes for this crane were available. The customer, however, 
did not want to purchase any of these substitutes, since none of them could 
do the job for him. 

The only recourse available to Green Truck Sales, Inc., was to appeal to the 
Department of Commerce Appeals Board. At this juncture, Mr. Howe, of the 
Construction Equipment Division of BDSA stated that YC-9A cranes were not 
in short supply. To prove his point, he said he would contact the Washington 
counsel for the Associated Equipment Dealers to locate such equipment. Mr. 
Howe had stated that the Associated Equipment Dealers was his “bible.” The 
Appeals Board then indicated that if two YC-9A cranes could not be found 
within a radius of 100 miles of Los Angeles, it would be concluded that a short- 
age existed. Thirty-nine days later, Mr. Howe not being able to find any YC-9A 
cranes available to support his initial position, the license was granted. 

Later, on June 30, 1959, the same BDSA representative made another com- 
ment on these very same YC-9A cranes. In strenuously opposing another ap- 
plication to the FEPO by Green Truck Sales, Inc., he used as an example the 
“fact” that the purchaser of these two YC-9A cranes had sold them within 1 
week after the import authorization had been issued, thus implying bad faith 
on Mr. Green’s part. Mr. Howe’s information was completely erroneous. The 
purchaser has in fact spent about $12,000 in rehabilitation and reconditioning 
of these machines, and still owns and uses them. 
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The third example concerns sheepfoot rollers. The same BDSA representa- 
tive stated on June 30, 1959, in advising the FEPO to reject an application b 
Green Truck Sales, Inc., for release of 36 sheepfoot rollers from bond, that there 
was no shortage because Brown-Bevis Industrial Equipment Co. of Los Angeles 
then had two 4-by-4 sheepfoot rollers in stock, and that R. H. Fox of Van Nuys, 
Calif., then had at least 60 rollers of varying sizes (including 4-by-4 rollers) in 
stock for sale or rental. 

The facts of the matter are as follows: 

(1) Brown-Bevis Industrial Equipment Co. stated that it had no 4-by-4 rollers 
in stock and did not know where they might be obtainable. 

(2) R. H. Fox informed Mr. Green that he had no sheepfoot rollers in stock 
then available for sale or rental. Mr. Fox, incidentally, had no dealer's resale 
license, no dealer’s resale number for the California sales tax, and no place of 
business other than his home. 

(3) Crook Co. of Los Angeles, a large dealer in construction equipment, ad- 
vised that: 

“We are unable to supply you with any used 4-by-4 sheepfoot tampers as the 
supply seems to be exhausted.” 

These examples, which are typical of many others, are of considerable signifi- 
cance because they illustrate the role of the Business and Defense Services Ad- 
ministration. The Foreign Excess Property Office is a part of the BDSA. The 
BDSA reviews each foreign excess property import application and advises the 
FEPO on whether or not the importation would relieve domestic shortages or 
otherwise be beneficial to the economy. In each of the three cases discussed 
above, and in many others, BDSA obviously had incorrect and biased informa- 
tion which it passed on to the FEPO to the great detriment of the importers, 
In each of these cases, BDSA and the FEPO relied upon information obtained 
from manufacturers which was either badly outdated or clearly false. In all 
of these cases, this bad information led to initial denial of the application or to 
long and costly delays in approval. Here we have a situation in which importers 
are required to submit data subject to prosecution for false statements, while the 
FEPO bases his decisions and false information drawn from sources not sim- 
larly subject to prosecution. In addition, the applicant is given no opportunity 
to knuw and refute this information until after the FEPO makes his decision, 
and the case is before the Appeals Board which has only limited jurisdiction. 

We are not suggesting that the BDSA acts improperly in cases of this kind. 
We do believe, however, that as the “focal point for cooperation between Govy- 
ernment and industry,” BDSA is established to refiect the viewpoint primarily 
of large manufacturers. Small businessmen like surplus dealers, and the con- 
suming public generally, have no voice or representation within BDSA. The role 
of BDSA in these cases accordingly reflects this bias. 

All of these restrictions and administrative problems with respect to foreign 
excess property appear almost ludicrous in the light of the actual dimensions of 
the matter. Almost all of foreign excess property is generated by the Depart- 
ment of Defense, which says that during the next fiscal year about $350 to $400 
million worth of property at acquisition cost will be disposed of as foreign excess 
property. Of this, only about 10 percent its sold to Americans, and only a 
portion of this is purchased for import into the United States. The Department 
of Defense representative told the Dawson committee that only about $15 to $20 
million worth of surplus at acquisition costs may eventually come into the 
United States each year. This compares with $2 billion worth of surplus sold 
annually within the United States by the Department of Defense without any 
restrictions on resale in the domestic economy. Actually, this domestic surplus 
is sold only after informal consultations between the Department of Defense and 
the Department of Commerce concerning the possible adverse effects on the 
economy. it is clear, therefore, that foreign surplus, which is as a practical 
matter identical to domestic surplus, is subject to special statutory restrictions 
not warranted by its actual quantity relative to domesic surplus. 

It was facts such as the above which dictated the need for remedial legislation 
such as 8. 3154. Everyone is agreed that remedial legislation is necessary. 

The Department of Commerce itself told the Dawson committee last year 
that section 402 as presently in effect imposes a “severe administrative burden” 
and suggested the desirability of reexamining the problem to decide whether 
section 402 has any value in its present form. Again, during the House commit- 
tee hearings on H.R. 9996, the Department of Commerce indicated that the bill, 
with certain suggested changes, “would facilitate administration of our re 
sponsibilities under the law.” 
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Other agencies of the executive branch of the Government, and the Comp 
troller General, have indicated approval of the bill as it now stands. The 
Bureau of the Budget fully supports the bill as it is now written. The Dawson 
committee of the House of Representatives, with years of experience in dealing 
with this problem believes this legislation is necessary and has reported the bill 
favorably. 

In short, everyone agrees that it is necessary to make some change in the 
criteria for determining whether foreign excess property may be imported. The 
only question seems to be the form this legislation should take. 

We had hoped that Congress would see fit to eliminate entirely this anomalous 
distinction between foreign surplus and domestic surplus. Section 402 has pro- 
duced nothing other than administrative headaches and expense to the taxpayer 
in the 11 years it has been on the statute books. In our judgment it has con- 
tributed nothing to strengthening the domestic economy, and this seems fairly 
obvious in view of the minute quantity of foreign excess property relative to the 
quantities of domestic surplus sold without comparable restrictions. If section 
402 were eliminated, consideration would be given to the impact of foreign sur- 
plus disposals on the economy in precisely the same way as presently applies with 
respect to domestic surplus—through consultation between the Departments of 
Commerce and Defense. 

Nevertheless, we strongly support S. 3154, even though it falls short of our 
expectations. Under this bill, foreign excess property could be brought into the 
United States unless the Secretary of Commerce determines that a particular 
importation would be injurious to the economy of the country. This would place 
the burden of proof squarely where it belongs, and would still permit restrictions 
on imports of foreign surplus where restrictions are deemed necessary for the 
general rather than the special welfare. 

The Department of Commerce has suggested an amendment to the present 
language of S. 3154 which would reverse the thrust of the bill. Instead of 
prohibiting the importation only if the Secretary has made a determination that 
injury would result, the Commerce amendment would prohibit the importation 
unless a determination were made that no injury would result. In addition, the 
Commerce amendment would change the criterion from “injurious to the economy 
of this country” in the present bill to “injurious impact on domestic production 
or employment.” 

The Department of Commerce justifies the proposed amendments on grounds 
of administrative convenience and “an effort to supply more specific” guidelines, 
but under these guises it would, in our judgment, do damage to the intent of the 
present bill. The Department would have to make an affirmative negative finding 
that there would not be an injurious impact. There would be no quantitative 
guide as to how much injury would warrant denial of an import application. We 
have had many truly incredible experiences with administration of the present 
law by the BDSA, and, frankly, we do not have confidence in its impartiality. 
We are concerned that the big business orientation of BDSA will result in de facto 
denials of applications by sheer inaction by the Department in not making the 
determination, perhaps under the guise of not having enough information to 
do so. We are concerned that its big business orientation will lead the Depart- 
ment to deny import applications, as in the past, because of vague claims of 
potential injury to one particular segment of an industry, without considering 
the overall impact of the importation on the economy as a whole. 

In short we believe the Department would not administer the law in the spirit 
expressed so well by the Bureau of the Budget in its comments on the companion 
bill to S. 3154, H.R. 9996, when it told the Dawson committee that the criterion 
adopted should give consideration “* * * not only to the possible effect of an 
import upon a particular industry but also to other factors such as employment 
and production in other segments of the economy, including the possible beneficial 
effects of imports.” Accordingly, we urge that the amendment as proposed by 
the Department of Commerce be rejected. 

In concluding, I should like to point out that enactment of S. 3154 is important 
not only to remedy the present unjust and inequitable discrimination against 
surplus property dealers and the broad segments of American business and 
industry which are dependent upon the availability of surplus property. There 
are other important benefits which will result. Let me mention some of these: 

(1) Enactment of 8S. 3154 will substantially increase the monetary return to the 
Government on oversea sales of surplus property. Under present circumstances, 
American companies have considerably less incentive to bid on sales of foreign 
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excess property than they would if the property could be brought into the United 
States. 

It is the taxpayers who suffer when Government surplus property is disposed 
of for less than the best price obtainable. Nevertheless, the restrictive policies 
of the Department of Commerce will inevitably cause this loss of revenue to 
the Government. When American firms bid on property in foreign surplus dis- 
posals, this participation leads to higher bids and increased revenues. In many 
cases the ingenuity of American importers in devising uses for surplus items en- 
ables the Government to obtain a price substantially higher than the salvage 
value which would otherwise be obtained. A further increase in revenue occurs 
subsequently when other importers bid on the same kind of property to imitate 
the achievements of the original ingenious importer. Where American firms 
cannot import foreign excess property, they are not able to bid as much on the 
property and the surplus is sold at substantially lower prices. A vivid example 
of this is found in the testimony of Mr. Ellis before the Dawson committee. A 
May 25, 1959, bid opening by the Army Properties Disposal Sales Agency in 
Yokohama, resulted in rejection of the Ellis Co.’s high bid, because in previous 
sales, when the bidders were able to import the property, they had bid almost 
twice as much for the same items. This artificial barrier to the obtaining of 
maximum prices severely burdens the Department of Defense—and the taxpay- 
ers—in the management and disposal of property. Indeed, the Department of 
Commerce told the Dawson committee in 1958 that the Department of Defense 
had made “strong representations” against the restrictions on importation of 
surplus which “had the effect of injuring their disposal programs,” and had ree- 
ommended changes in the law to permit broader importation. 

2) A second advantage, which I have already discussed, is the fact that 
availability of surplus material generates a substantial amount of additional 
economic and business activity which otherwise would be lost to the economy. 

(3) Third, enactment of S. 3154 would result in keeping vitally needed equip- 
ment in the United States instead of allowing foreign interests to buy them at 
low prices. The Dawson committee hearings revealed numerous instances in 
which the embargo policies of the Department of Commerce under the present 
regulation resulted in the sale of equipment to foreign competitors at a time 
when the equipment was desperately needed by American firms. Let me give you 
two examples: 

Green Truck Sales, Inc., was forced to sell a number of Lima type 802 cranes 
which it was holding in bond in Los Angeles to a Dutch purchaser at a time 
when the shortage of such items was so great that none was available anywhere 
in the State of California. 

Edward Levy Metals Co., of New Orleans, was denied the opportunity to im- 
pert 236 pieces of scrap nickel alloy steel recovered in demolishing dams in 
Panama which it wanted to use in manufacture of a hydraulic shear in the 
United States, an operation which would have required 10,000 man-hours of 
labor and $50,000 worth of materials. At the time the application was denied 
by the FEPO, substantial quantities of foreign steel (nonsurplus) were being 
imported. The surplus steel in question finally was shipped to Japan and the 
company imported a German hydraulic shear custing $125,000—a substantial 
loss to the domestic economy. 

(4) Another detriment to the national economy in the present shortsighted 
policy of the Department of Commerce is found in the fact that the embargo on 
importation of surplus automotive parts is enabling foreign buyers to acquire 
surplus U.S. automotive parts at very low prices and to sell these abroad in 
competition with exports from the United States. In this respect, this mis- 
guided policy is killing the U.S. export market for automotive parts and is ac- 
tually injuring the manufacturers. 

(5) Ending the present restrictive policy of the Department of Commerce 
would contribute to the national economy in other ways. <At the present time, 
the economy loses the economic use and value of otherwise good and useful 
equipment as soon as it becomes surplus. This is analogous to destroying an 
automobile when its first owner wants to dispose of it, ignoring its potential 
useful life to others. Such a policy is obviously economically wasteful and 
sinful. 

In conclusion, Mr. Chairman, let me once again express my appreciation, and 
that of our association, for your courtesy in hearing our testimony and recom- 
mendations. We trust that your subcommittee will favorably report S. 3154. 
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Senator GRUENING. Is Mr. Robert Nathan here? 

Mr. NatHan. Yes, sir. 

Senator Gruenine. Mr. Nathan, we are very happy to have you 
here. 

Mr. Naruan. Thank you, sir. 

Mr. Chairman, I too have a prepared statement which is rather 
lengthy. I would appreciate very much if this were introduced into 
the record as presented, and then I could take a very few moments to 
just touch on some of the highlights of this statement. 

Senator Gruentne. It will appear in the record as presented, and 
we will also be glad to have your highlights. 


STATEMENT OF ROBERT R. NATHAN, CONSULTING ECONOMIST, 
AMERICAN ASSOCIATION OF SURPLUS PROPERTY IMPORTERS, 
WASHINGTON, D.C. 


Mr. Naruan. Thank you, Mr. Chairman. 

I appear as an economist on behalf of the American Association of 
Surplus Property Importers, and want to confine my remarks to what 
I regard as the pertinent economic aspects of this measure. I can 
summarize these very briefly in the following points, 

First of all, it seems to me, Mr. Chairman, that we in our society 
are concerned i in our economic life with the production of goods and 
services to satisfy our needs and our wants and our desires. And I 
think basically that to preclude the possibility of utilizing what we 
produce to the maximum extent to benefit our people and to satisfy 
their wants is highly undesirable and highly unsatisfactory and highly 
uneconomic, 

Basically, to preclude the import of products which were produced 
in the United States, paid for by our people through taxation or in 
moneys of the Government, during the war especi: lly, and in terms 
of deficits and increase in our public debt, to have these articles pro- 
duced by our own funds and our own efforts and our own machinery 
and our own raw materials and then Papeanees to seek to make them 
unavailable for satisfying the needs of our people, in my judgment, 
Mr. Chairman, represents basically a very serious waste and a very 
uneconomic cone ept. 

We move, then, to the problem of whether or not the availability of 
these goods, making them available for meeting the needs of our 
people, would disrupt our economy. And this is a good question. 
And in approaching this question, I would like to say, Mr. Chairman, 
that almost every economist agrees that we have tremendous un- 
satisfied wants in our society, tremendous unsatisfied needs—we have 
reached 2 $500 billion level of production in our society and our econ- 
omy, and this is magnificent and we are very proud of it. But as we 
project it we are thinking 10 years from now, we will be havi ing a $700 
hillion or $800 billion economy. And these are not wild projections. 

As a matter of fact, in New York just a few days ago, at a meeting 
of the National Industrial Conference Board, which is regarded as 
a quite conservative organization, there was pretty general acceptance 
of the fact that a gross national product of something in the magni- 
tude of $800 billion a decade hence was entirely feasible, and likely, 
and desirable. Now, this increase in production is not going to in- 
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crease the volume of goods and services to be thrown away. There are 
needs for these goods and services. We have phenomenal unsatisfied 
wants in this country. There are still 8 million families in the United 
States who earn less than $2,000 a year. This was reconfirmed re- 
cently in census reports. 

We have tremendous unsatisfied wants in the public service area, in 
our schools, in our hospitals, the needs for urban redevelopment to 
eliminate our shims and clear the blighted areas in almost every city 
in the United States, our needs for highways and roads, let alone 
our needs for continued and enlarged, perhaps, defense efforts. 

So that, fundamentally, the problem in our economy is not over- 
production; it is not that we have excess supplies relative to what we 
need or want. Now, it may be that we have inefficiencies in our dis- 
tribution system. We do have recurring breakdowns; we do have 
recessions; and in the earlier history of this country we have had 
depressions. But these are imperfections in our system of distribution 
of income and our system of use of our income and our whole dis- 
tribution process. 

But, fundamentally, I think we must recognize, Mr. Chairman, that 
ours is a society, as affluent as it 1s, where there are still tremendous 
unsatisfied demands, and that is why the drive to produce more, the 
drive to increase productivity, the drive to increase efficiency, the 
drive to automation is desirable. We want to make possible the avail- 
ability of goods and services for our people in increased amounts, and 
therefore I emphasize very importantly that our problem is not over- 
production; our problem is underconsumption in practically every 
area. And this is the problem of how we distribute our income and 
our goods. 

Now, fundamentally, the thrust. of this original law was to pre- 
clude the import of these surpluses sold abroad, unless they were 
proven detrimental, or to bring them in if they could be beneficial to 
the economy. 

I do not want to go into details, except to say this, Mr. Chairman, 
that as this law, passed in 1949, was interpreted progressively over 
the years—and each tightening, by the way, seemed to come with a 
recession when we did have overcapacity because of a breakdown in 
our distribution processes—there was a tightening up to a point 
where, in the past year, I do not think it is an exaggeration to say 
that, for all intents and purposes, we might just as well have pre- 
cluded the import of surplus products entirely and it would not have 
made much difference. There was a little that came in here and little 
bit there. 

I think that this interpretation has been entirely and totally un- 
economic. If one were to go back, Mr. Chairman—and you will see 
it in my testimony where I go through the criteria which were 
adopted by the Department of Commerce in interpreting the law— 
I think these criteria were extremely uneconomic, extremely unrea- 
sonable, and, in effect, practically precluded the import of these goods. 

As an economist, I object very, very strenuously to the kind of in- 
terpretations. For instance, they said the price concept should not 
be considered. 

Now, if goods come in at a low price because they are surplus—we 
all know that there are many people in our society and many busi- 
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nessmen who cannot atford new equipment, and that is why we have 
a used market at all times—when surplus products come in at even 
lower prices, this taps the market of those who cannot afford to pay 
for goods at higher prices. ‘The price concept ought to be considered. 

For instance, the regulations, it seems to me, in a sense ignored 
what has been the basic. thrust of economic policy of this administrs - 
tion for the last 8 years, and that is concern about inflation. We have 
had rising prices in the United States. Whether it is the greatest 
threat to our country or whether there are other considerations that 
should take higher priority is a debatable matter. 

But, nonetheless, there has been tremendous concern in this coun- 
try about the subject of inflation. If, in even small degree, the im- 
port of these surplus products which were produced in the United 
States and for which we paid and in whose production our workers 
and our plants devoted effort and machinery and equipment and raw 
materials—if, in even small degree, this could contribute to anti- 
inflationary policies, I think that these goods then ought to be brought 
in. 

Senator Gruentna. Mr. Nathan, let me ask you a question at that 
point. 

Do you think that passage of this bill would tend to limit inflation? 

Mr. Naruan. In some slight degree. I would say it is quite con- 
siderable; I would say it is a marginal kind of contribution, but it 
would certainly be of an anti- inflationary nature, sir. 

Senator Gruentnc. Then the administration should certainly 
favor it. 

Mr. Naruan. I should think that the administration should cer- 
tainly favor it. 

Senator Gruenina. It has spoken out very vigorously on the sub- 
ject of inflation, though its actions have often belied its words. 

Mr. Naruan. I think this has been the President’s and the admin- 
istration’s almost major concern in the economic area. 

Senator Grueninc. What is your belief as to the attitude that the 
Department of Commerce would have toward this? 

Mr. Natruan. Well, the Department of Commerce has apparently 
not been opposed to this proposed legislation, but they did make 
these changes, or rather they did propose this minor amendment at 
the end, which I agree aoe Mr. Kampelman is highly undesirable ; 
and that is, putting the burden of proof on the importer. 

Senator Gruentne. As I interpret the picture, Mr. Nathan, the 
original legislation was not too bad; its provisions were flexible say- 
ing y that, if these importations were really going to hurt our Nation’s 
economy, then the surplus goods ought not to come in. 

Mr. Naruan. I have no objection to that. I think when you have a 
recession, in those periods it is all right. You are concerned mainly 
with reemployment quickly, and at those times you want to reestab- 
lish jobs and get business back to higher levels of production. 

But as the years went by, the Department of Commerce interpreted 
these regulations, increasingly severe and increasingly strict, in my 
judgment, under the pressure of the manufacturers. They did not 
want imported surplus to come back in competition. But we live in 
a free competitive society. I do not think it is incorrect for a person 
to be concerned with his immediate business. If you can eliminate 
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your competition and have a larger market or larger share, this is, 
in a sense, part of the competitive drive, to try to gain a larger por- 
tion of the market, to try to eliminate the kind of competition one 
faces. 

As I read the regulations and look at the picture, I think over the 
years the manufacturers of new equipment increasingly brought 
pressure on the Department of Commerce to preclude ‘and restrict 
the importation of iene goods, and they were successful. And I think 
the Department of Commerce went out of its w ay in its interpretation, 
contrary to the original legislative intent of the bill and contrary to. 
the original practice. 

That is why this legislation is before this committee now, Mr, 
Chairman. It is essential to try to clarify this so that regulations will 
not result in a precluding of these imports, which nobody admits that 
they want to fully preclude but which, in effect, due to the regulations, 
results. 

That is why these regulations are necessary. I think we need a 
flexible system, Mr. Chairman, and I believe that was originally the 
need. I think that if the proposal which is before this committee— 
and the committee will take out this double negative business which 
puts the burden of proof on anybody who objec ts to it and base it ona 
finding that it hurts business—then I think that is the kind of legis- 
lation we should have. 

For instance, if I may just take a moment to give an indication of 
some of the thinking that goes on in opposition to this, let me refer 
to testimony which occurred before the House committee. One wit- 
ness stated that economists “all agree that the largest single factor” 
contributing to the three recessions since World War II “was excessive 
production,” and as long as our productive capacity exceeds our power 
to consume, all foreign excess Imports are injurious to the pes: 

Now, this I disagree with almost violently. I think that, as I said 
before, the problem of this economy is not excessive production. Ex- 
cessive relative to what are the needs of our people? Nonsense. We 
have too many unsatisfied needs now. 

The problem is that we are much broader than this. To try to 
restrictively—restrictively in successive ways—curtail availability of 
goods is certainly not the answer. The purpose ought to be to in- 
crease the buying power of people, to engage in gov vernmental pro- 
grams which will utilize our productive capacity, but not. be restric- 
tive, cutting back to the productive capacity. 

Here is another illustration of testimony by those who are opposed 
to these imports. It is stated that it is “unfair” for the evidence 
burden to be on the dealer of equipment— 
in view of the fact that the importer is adding nothing to the economy of the 
country except his own profits, while creating a serious threat to an industry 
which is making a real and continuing contribution to its community and to the 
economic stability of the country. 

Now, this is not too different from what the Department of Com- 
merce regul: itions implied—that the import of these goods as such is 
not beneficial to the economy. I think this is a contribution to the 
economy. If you bring in tractors or if you bring in certain kinds of 
equipment that farmers can buy who cannot afford new equipment or 
even cannot afford some of the better grade used equipment and just 
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has to go without equipment, if they can now buy this at a very low 
price, this is obv iously a contribution to the economy. This makes 
available productive capacity which will make these farmers more 
efficient. And, in fact, it will help the equipment industry in time, 
because if they become more efficient and learn how to use equipment, 
they will become buyers and users of new equipment. 

I would say that this is a contribution to the consumer, even if it is 
consumer goods, even if it is rubber boots and shoes and tents which 
come in and can be sold at prices which people can afford, whereas 
they could not afford to pay the prices of the new product. 

Now, insofar as this affects employment and production, obviously 
we must watch it. If there is an adverse effect on employment or 
production, I would slow down or hold off the import. 

But we must recognize that necessary manifestations of declining 
production or unemployment or lower employment are the results of 
Seems’ and broader problems in our economy, in our whole distribu- 
tion system, and we have got to try to deal with those problems in a 
constructive, positive way by providing the kind of buying power and 
the distribution system which will make possible the use ‘ot capacity, 
and not try to preclude the bringing in of goods which clearly, in my 
judgment, will be useful. 

Finally, Mr. Chairman, I feel very strongly that from a solid, 
sound, constructive economic point of view we ought to eliminate 
these restrictions entirely. This imported surplus ought to be treated 
the same as domestic surplus. But if there is to be a restriction, then 
I say it ought to be very flexible. It ought to be plainly geared to 
emergency circumstances. In other words, keep it out at times when 
it will be hurtful because our economy is not functioning effectively. 
Then the burden of proof will be on those trying to keep it out. 

Senator GruentnG. Then you would ¢ agree, | think you say, with Mr. 
Kampelman, that those two ame sndments in the House bill on page 2 
substituting the “unless” for “if” and eliminating the word “not” are 
desirable ? 

Mr. Naruan. Oh, absolutely. I would say that the goods should 
not be brought in if the Sec retary determines that it will be i injurious 
to production and employment. But to put in the “not”—the double 
negative—I think is just and effort to shift the burden of proof, From 
an administrative point of view, I do not see why it should make any 
difference. I think the procedure should be exactly the same. 

Senator Gruentne. I think we all know the difference between a 
positive and negative nero 

Thank you very much, Mr. Nathan. 

Mr. Naruan. Thank you very much for the opportunity, Mr. 
Chairman. 


(The full text of the statement of Mr. Nathan follows:) 


STATEMENT OF ROBERT R. NATHAN, CONSULTING ECONOMIST 


Mr. Chairman and members of the committee, I am Robert R. Nathan, a con- 
sulting economist with offices in Washington, D.C. I apprec iate this op- 
portunity to present my views on Senate bill 3154 on behalf of the American 
Association of Surplus Property Importers. 

At hearings in June of 1959 before the Committee on Government Operations, 
Subcommittee on Executive and Legislative Reorganization, of the House of 
Representatives, I presented the results of an analysis we had made of the legis- 
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lation and regulations dealing with the importation of oversea surplus property 
sold by the Federal Government to private business concerns. We concluded 
that from an economic viewpoint these measures and their implementation left 
much to be desired and that major policy and procedural changes were required 
to achieve a sounder and more equitable solution to the problem of regulating 
the importation of U.S. surplus property sold abroad. 

I stated then, and I still believe, that repeal of this law as it pertains to 
“foreign excess property” would be in the best public interest. Nevertheless 
S. 3154, now before you, if properly implemented, would represent a marked 
improvement over the existing statute. 

The existing law provides that U.S. oversea surplus or foreign excess prop- 
erty cannot be sold abroad without a condition forbidding its importation into 
the United States unless the Secretary of Commerce or the Secretary of Agri- 
culture “determines that the importation of such property would relieve domestic 
shortages or otherwise be beneficial to the economy of this country * * *,” The 
provisions of S. 3154, on the other hand, make it unlawful to import “foreign 
excess property” if the Secretary of Commerce or the Secretary of Agriculture 
“determines that the importation of such property would be injurious to the 
economy of the country * * *.” On superficial reading the differences in 
language may appear minor. However, when this language is analyzed in the 
perspective of past experience and interpretations by the U.S. Department of 
Commerce, it becomes crystal clear why it is so important to set forth unequiv- 
ocally the intent of Congress and to provide the necessary safeguards that this 
objective will not be thwarted by those charged with administering the law. 


THE LEGISLATIVE INTENT-—-AND ITS MISINTERPRETATIONS 


Existing evidence substantiates the view that section 402 of Public Law 152 
(Federal Property and Administrative Services Act of 1949) was enacted at the 
request of the Department of Commerce not to introduce a degree of rigidity 
which would practically preclude the importation of American surplus property 
into the United States but to provide a flexible instrument that would serve 
the total economic interest of the Nation. Yet the present regulations of the 
Department of Commerce are designed virtually to embargo foreign excess 
property. Some slight liberalization of these regulations has occurred as a result 
of last year’s hearings before the Legislative and Executive Reorganization Sub- 
committee of the House Committee on Government Operations, but this seems 
to be scarcely more than a token gesture. 

In the hearings before the House Committee on Expenditures in the Executive 
Department preceding the 1949 legislation, there was testimony by Mr. Matthew 
Hale, then Acting Solicitor of the Department of Commerce, who stated: “As- 
suming that the amounts still to be disposed of abroad are not excessive and 
would not therefore have a disruptive effect on the domestic economy, the drop- 
ping of the limitation on the return of surplus industrial materials would be in 
line with the objective of freedom of international trade. However, if it is 
anticipated that the owning agencies abroad, such as the National Military 
Establishment, may in the foreseeable future make surplus declarations of sub- 
stantial quantities of automotive equipment, construction machinery, and in- 
dustrial materials, the dropping of limitations on their importation into the 
United States might have a serious impact on industrial producers here, par- 
ticularly small and new enterprises.” 

Mr. Hale then proceeded to state: “So long as the needs of full economy are 
equal to or greater than our ability to supply, with our present industrial ma- 
chine, removal of these limitations would in general not have a serious impact 
on the economy, although individual spots might be disrupted to some extent. 
Should economic conditions change, however, any substantial imports of foreign 
excess property might have serious repercussions, such as were visualized with 
the limitations on such importation inserted in the Surplus Property Act of 

944.” 

No one ean read this testimony without concluding that the Department of 
Commerce was recommending a flexible rather than a rigid policy. It recom- 
mended that attention be given to both supply and demand factors. With re 
spect to supply, it indicated that limitations on imports might be needed only 
if substantial quantities were to be declared surplus and sold and imported. 
As for demand, it was clear that restrictions or limitations were not recol- 
mended at times of high levels of employment and production. 
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It must be remembered that in 1949 the United States was suffering from 
a recession. In the spring of 1949, when this legislation was being considered, 
industrial production was declining and unemployment was increasing. There 
was much current concern over the duration and the severity of the fall in 
business activity. There were some who felt that the country might suffer 
an experience parallel to the very sharp drop in economic activity in 1920-21. 
Certainly, with increasing unemployment and falling industrial output, the 
climate was conducive to restrictive policies with respect to the bringing back 
into the United States of American-made industrial goods which would add 
to the supply of such goods. 

It is significant to note that despite the adverse economic climate in which 
Public Law 152 was being considered, the ensuing restrictions on imports of 
surplus goods were certainly less severe than under the present arbitrary 
regulations. 

Late in 1955, the Administrator of the Business and Defense Services Ad- 
ministration of the Department of Commerce prepared and distributed within 
BDSA a memorandum which sought to clarify the Department’s regulations 
on the importation of surplus goods. In effect, the memorandum sought to 
impose tighter restrictions. It is of interest to take note of the fact that this 
memorandum can probably be traced to the recession of 1954. Employment 
and production declined from approximately the middle of 1953 to the middle 
of 1954. By the time the memorandum of the BDSA was introduced, recovery 
was definitely underway. Perhaps there is a lag in the responsiveness of the 
Department of Commerce to change in economic conditions. Undoubtedly, 
complaints against surplus imports from producers of new products increased 
in numbers and intensity during the recession. The Department of Commerce 
took action probably after the most dramatic pressures had largely disappeared. 

One paragraph in the November 28, 1955, memorandum of the Administrator 
of BDSA was expressed as follows: “The purpose of the act is to establish 
authority to prevent disturbance of the U.S. economy by the return of foreign 
excess property. It provides for a conditional prohibition against importation 
if current domestic production is capable of supplying the demand. Authority 
to set aside the sales condition can be invoked either for the relief of domestic 
shortage or upon the ground that importation would be beneficial to the country. 
The fact that importation would not be detrimental to the economy does not 
constitute a benefit. The act places on the Secretary of Commerce the re- 
sponsibility of making decisions which will produce the optimum benefit to the 
U.S. economy.” 

From an economic point of view, it is surprising to note: “The fact that the 
importation would not be detrimental to the economy does not constitute a 
benefit.” It is difficult to conceive of a lack of benefit if the importation is not 
detrimental. Perhaps some completely innocuous consequence that would be 
neither detrimental nor beneficial might be imagined, but it is hard to under- 
stand how the importation of goods purchased originally from American manu- 
facturers by our Armed Forces, declared to be surplus abroad, and then sold 
back in the United States at bargain prices would not be of benefit to the 
economy, knowing that it did not have a detrimental effect at some specific 
point. In other words, it seems clear that where such a transaction is not 
detrimental, it must be beneficial. 

The BDSA memorandum states that the Secretary of Commerce has a re- 
sponsibility for making decisions which will produce the optimum benefit 
to the U.S. economy. No one can find fault with this objective. However, it 
does appear that all kinds of obstacles and mental gymnastics are required in 
coming to a positive decision that an importation does benefit the United States. 
The burden of proof is utterly inconsistent with what would clearly seem to be 
in the country’s interest; namely, getting the maximum revenue for our Gov- 
ernment from the sale of surpluses and making available these products to the 
American people at the best possible terms and also assisting in the fight against 
inflation. Limitations should be imposed only where evidence proves greater 
harm than benefit. 

In 1958, hearings were held by the Executive and Legislative Reorganization 
Subcommittee of the House Committee on Government Operations as a result 
of complaints by domestic manufacturers and dealers who sought to eliminate 
all sales of Government surplus property in the domestic economy. These 
hearings occurred at a time when we had substantial unemployment and idle 
industrial capacity. The alarming contentions made by the witnesses in the 
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1958 hearings represented not only the expressions of concern of those who really 
dislike any kind of competition, but also the expressions of many producerg 
who were adversely affected by the recession. In June of 1958, there were 
nearly 514 million unemployed in this country. The Federal Reserve Board’s 
Index of Industrial Production had dropped from a peak of 147 in December 
1956 to 126 in April 1958, a decline of 14 percent. The index of durable goods 
manufactures had declined from 167 in December of 1956 to 131 in April of 
1958, a drop of approximately one-fifth. 

In terms of fulfilling the objectives of the Employment Act of 1946, it is 
understandable that a tighter policy would be pursued during periods of slack 
economic activity, but it is hardly appropriate or rational to apply such policies 
in times of recession and then blindly to persist in such restrictive practices at 
other times. It may be of interest to note that the hearings took place when the 
economy was at or near the low point of the recession, but the present basic 
regulations of the Department of Commerce were adopted in January of 1959 
when substantial recovery had taken place. It is true that there was still a 
sizable unemployment at the end of 1958 and that there was no universal agree- 
ment that our economic troubles were over, but certainly the arbitrary restric- 
tions in the Department of Commerce regulation of January 1959 cannot be 
rationalized on the basis of economic conditions at that time. It might be 
pointed out that between April and December of 1958, the production of durable 
goods in the United States increased by more than 15 percent and total industrial 
productions increased by one-eighth. The November 1955 memorandum and 
the January 1959 order both seem to reveal a serious lag behind changes in 
econcmic conditions. 


CRITERIA AND PRINCIPLES IN JANUARY 1959 BDSA ORDER 


The criteria and principles set forth in the foreign excess property order of 
BDSA dated January 9, 1959, have no sound economic bases whatsoever. Con- 
siderations other than economic must have been behind this order. A few 
analyses and evaluations of these criteria will certainly serve to demonstrate the 
contortions which must have been undertaken to justify the almost complete 
preclusion of imports of surplus goods. 


(a) Beneficial to the economy 


The interpretation of what is beneficial to the economy of this country is 
about as narrow as could be conceived without arbitrarily closing the door 
completely. The order requires that ‘the importation of foreign excess property 
must have special benefits over and beyond any benefits to be derived in the 
market place by an added supply of goods and materials through imports.” It 
further states: “Although the importation of foreign excess property of various 
qualities may make available additional supplies of products and materials, it 
is not considered that this situation constitutes the type of benefit to the economy 
contemplated in the law.” This is about as extreme and arbitrary and unsound 
definition of benefits to an economy in a free-enterprise society as one could 
conceivably envisage. Apparently, special benefits are only those confined to 
unique articles, such as museum and collection pieces, and those imports which 
will call for substantial labor, parts, and material expenditures within the 
United States. 

This criterion would apply only in an economy which is fearful of abundance 
and regards scarcity as a prime virtue and objective. The people of the United 
States welcome and seek abundance and higher living standards. The unsatis- 
fied wants of the American people are still very great and it is wasteful and 
uneconomical to prevent surplus goods from being made available. 

Obviously, our economic objectives embrace full employment and high levels 
of production and opportunities for profit for American industry. Surely, we 
are capable of formulating intelligent economic policies designed to use fully our 
tremendous manpower and equipment capacity without destroying or dumping 
some of the resulting output. Our total needs far exceed our capacity to pro- 
duce. Clearly, we ought to seek to maximize the availability of goods to our 
people and we should only impose restrictions when the evidence is clear and 
overwhelming that added supplies of goods will truly disrupt production and 
employment. A few exaggerated or even real disturbances should not become 
the basis for unsound and unrealistic general policies. Rather, policies should 
be sound and constructive and exceptions should only be made where demonstra- 
tion of harm is clearly proven. 
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(b) Time considerations 


The extent to which the order goes in seeking to bar practically all surplus 
imports is also revealed in the matter of time considerations. It states un- 
equivocally that potential shortages shall not be regarded as satisfying the 
statutory criteria. Apparently, no matter how clear and definite the evidence 
might be that a shortage is imminent, it will make no difference in even opening 
the door a little bit. The order further warns against considering temporary 
or seasonal shortages by emphasizing that determinations will remain in effect 
for 6 months from the date of issuance and, therefore, this must be evaluated 
in terms of the estimated duration of the shortage. 

These two provisions together truly lock the door. The applicant must prove 
that a shortage is more than temporary, thus requiring him to foresee the 
future. On the other hand, he cannot justify his application even if a potential 
shortage is clear and demonstrable. Such criteria are patently unreasonable, 


(c) Normal imports 


One of the most interesting criteria relates to imports. The order states that 
a history of substantial imports of a product is not conclusive as to the ex- 
istence of a domestic shortage. The order goes on to state: “The current and 
short-term future supply positions must be independently examined, as well as 
the probability of continuation of the normal flow of imports.” Certainly, it 
is in the interest of the United States and the free world to encourage trade 
among the family of nations, but it is rather strange that substantial normal 
imports is not obvious evidence of the existence of a domestic shortage, 


(d) Prices 

In Foreign Excess Property Order 1, as amended August 23, 1950, signed 
by the Acting Secretary of Commerce, it was stated that the applicant had to 
submit reasons and evidence as to why in his judgment the domestic demand 
for the property is not attributable solely to the price at which the property will 
be offered as compared with the price of similar property of new domestic 
production. The 1955 BDSA memorandum indicated that the price factor 
should not be considered in applications for the import of surplus goods. 
Finally, in the January 1959 order of the Department of Commerce, it was 
stated that the price at which foreign excess property can be sold in the 
American market will not be considered as an adequate benefit to the economy 
to justify importation. 

This is a rather strange set of provisions when appraised against the over- 
whelming concern for inflation by the present administration. Either we are 
serious about inflation or we should stop pretending to be concerned about it. 
One arm of the Government should have some idea about what the other arm 
is doing, or what it seeks to accomplish. It would be impossible to reconcile 
the present criteria with respect to the importation of surplus with the anti- 
inflation policies of the administration. 

Analysis of wholesale prices of selected categories of construction and other 
equipment which might have been or might be “affected” by the importation of 
surplus products shows, for example, growing disparity as compared with all 
wholesale prices. From 1950 to April of 1960, all wholesale prices rose about 
16 percent, but the construction machinery and equipment prices rose 57 percent, 
material handling equipment rose 53 percent, and many other equipment groups 
rose by comparable margins. Are such price increases to be totally ignored 
in making decisions with respect to importing our foreign surplus products? 


(e) Area of competition 


Another criterion relates to the area of competition between products. In 
the 1950 order the applicant was called upon to procure signed statements of 
customers or dealers who found difficulty in locating supplies of similar new 
property or of manufacturers who had been unable to fill orders for such prop- 
erty. The 1955 BDSA memorandum more narrowly defined this by stating 
that: “In judging short supply or other benefit to the economy, only property 
of the same class and in direct competition with the proposed importation should 
be considered.” The 1959 order goes even further when it states: “A product 
of specific grade, quality, or dimension is not considered to be in short supply 
if alternative usable grades, qualities or dimensions are domestically available. 
Only when all items of a competitive product group or class are in short supply 
shall there be a finding that there is a shortage of a particular item in that 
product group or class.” 
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When one studies these criteria and also takes into account the fact that 
prices are to be disregarded, one comes to the conclusion that the true purpose 
of the order is to bring about an absolute prohibition of the importation of 
surplus items. In our free economy, substitutability and alternative grades or 
qualities or dimensions are determined by prices. The order talks about a 
competitive product group or class, but what does this really mean if prices 
are to be disregarded? 

It is well known and recognized that there are distinctive markets for surplus 
and used items and for lower priced categories of goods. Of course, the mar. 
ginal line where the division takes place between high- and low-priced goods 
or between new and surplus or used goods is never clearly defined and easily 
identifiable. The fact that overlapping might occur at marginal levels never. 
theless does not justify the refusal to recognize such different markets. 

The American marketplace has always provided channels for surplus and 
used goods. The very existence of such markets on a wide scale gives ample 
demonstration of the need for such products. While no quantitative data 
might be available to distinguish this market from the market for new products, 
nonetheless, it is sheer unrealism to disregard price differentials and to ignore 
distinct markets in determining whether or not there are shortages for particular 
items. 


(f) Local and national markets 

It is likewise unrealistic to ignore the existence of local and regional markets, 
The January 1959 order states: “Shortages must be determined on a national 
and not on a local basis.”” Some products serve the specialized needs of a par- 
ticular geographic area or locality by virtue of the physical characteristies of 
the region such as terrain, climate, etc. Transportation costs are also a vital 
factor. Just because a specialized piece of heavy construction equipment is 
available on the east coast to a user on the west coast at a prohibitive cost does 
not prove the nonexistence of an absolute shortage on the west coast. In 
addition to freight costs making the total price prohibitive, servicing the equip- 
ment may present problems. The equipment may not have been worked under 
west coast conditions. For these reasons the user may not be interested in 
making a purchase outside his locality or region. There are separate and 
distinct local and regional markets as every businessman who seeks to sell 
nationally soon finds out. 


(9g) Aggregate appraisal 

It is little wonder that for the first 54 months of 1959, only one product was 
approved for import by the foreign excess property officer and another was 
authorized by the appeals board of the Department of Commerce. The record 
since then is relatively better but the long list of property disapproved clearly 
evidences the fact that the present order is so arbitrary and unreasonable as to 
effectively restrict the bulk of such imports. 


DOCUMENTATION AND EVIDENCE 


Ever since 1950, applicants for the importation of surplus.products have been 
required to present data and other evidence proving that the materials which the 
applicant sought to import would either relieve domestic shortages or be beneficial 
to the economy. The burden of proof has been erroneously placed on the 
importer. In a letter to the House Committee on Government Operations, dated 
July 20, 1959, the Department of Commerce confesses that its decision is “never 
based upon whether or not the applicant has sustained the burden of proof but 
rather on whether importation would or would not relieve a domestic shortage 
or otherwise be beneficial to the economy.’ Would it not be far more proper and 
honest if the Government were assigned this responsibility, or if those who 
objected to the imports were required to prove harm? 

It is particularly significant to note that the House Subcommittee on Executive 
and Legislative Reorganization in its report of August 18, 1958, stated: “The 
committee has found no one in Government who knows how much foreign excess 
property is imported into the United States.” A similar statement appears in 
the report of the Committee on Government Operations of May 23, 1960. The 
former report also states: “The import permits issued by the Commerce Depart- 
ment use such broad and general descriptions of the goods to be imported that 
the goods cannot be identified by the customs officials at the ports of entry nor 
an anyone determine for which of many thousands of items under each category 
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the permits were issued.” The committee also found that: “There is no estab- 
lished procedure for finding out what happens to foreign excess property which 
is imported into the United States pursuant to import permits issued by the 
Department of Commerce.” 

These and other quotes in the hearings and the committee reports convincingly 
demonstrate the tremendous difficulty involved in judging precisely whether or 
not specific products will relieve shortages and whether or not they will be 
beneficial to the economy. Certainly, if the Government with its vast resources 
of statistics and technicians has not been able to do a thoroughly effective screen- 
ing job, then it is entirely improper and unreasonable to call upon the prospec- 
tive importer to submit full documentation and evidence. It would be more 
logical and reasonable to place the burden of proof on the Government to justify 
its decision to restrict such imports rather than to require the importer to carry 
the burden of proof. It would be even more appropriate to remove all restric- 
tions except where producers could prove damage and disruption caused by such 
imports. 

It would appear clear that the attitude and approach of the Department of 
Commerce in its testimony back in 1949 has been ignored. That testimony, in 
essence, suggested varying the policy with respect to limitations on surplus 
imports in relation to economic conditions. It is still sound and intelligent, and 
merits the serious attention of this committee and of the Department of 
Commerce. 

The application of the criterion “beneficial to the economy of this country” 
would certainly call for a significant liberalization of the import of surplus 
products at this time and for the foreseeable future. The Eisenhower admin- 
istration expresses optimism about the economic outlook but remains alarmed 
about inflation. Certainly recent increases in production and employment give 
evidence of significant improvements in our economy. There is still more than a 
normal or reasonable minimum of unemployment in the country, but one would 
be hard pressed to argue that industries in the United States would be affected 
adversely by the maximum possible importation of surplus products under a 
policy of no restrictions. 

Certainly, the profit picture would hardly support such contentions. Cor- 
porate profits increased from 1958 to 1959 by almost 30 percent and were at 
an alltime high. 


MAGNITUDE OF FOREIGN EXCESS PROPERTY DISPOSALS 


Not only would a liberalization and even removal of all import restrictions 
on all surplus imports not be harmful to American business generally, but such 
a move would be beneficial in fighting inflation even though the amount likely 
to be imported under circumstances of no restrictions would be quite limited. 

Although data are lacking with respect to the quantities or value of foreign 
excess property that have come back to the United States, indirect evidence 
demonstrates that the value has been small in relative importance. 

For example, in the fiscal year ending June 20, 1958, total disposals of foreign 
excess personal property by the Department of Defense aggregated $872,544,000 
in terms of original acquisition cost. Of this total, nearly $1 million was donated 
and approximately $165 million was scrapped. Also, nearly $12 million was 
abandoned or destroyed and approximately $105 million was used for nonsale 
purposes, such as military aid to eligible countries. The remainder which is 
identified as material “sold as usable or for salvage” had a value of $582,419,000 
in terms of original cost. The Department of Defense sold this material for 
$42,101,000. 

In fiscal 1959, according to testimony presented on March 1, 1960, by Lt. Col. 
John F. Rey of the Department of Defense before the subcommittee of the House 
Committee on Government Operations, total disposals of “usable property” at 
acquisition costs amounted to approximately $735 million. This figure, by the 
way, is in error according to the Defense Department’s report to Congress. That 
identified only as material “sold as usable or for salvage’ had a value of 
$715,500,000 in terms of original cost and the Department of Defense sold this 
material for $46,400,000. 

The rate of disposals during the current fiscal year is about half that of last 
year, as pointed out by Lieutenant Colonel Rey, and the volume for the next 
fiscal year is expected to be reduced still further to $350 to $450 million at 
acquisition cost, according to his testimony. The return on sales during the first 
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half of the current fiscal year was $14.7 million, as compared with $46.4 million 
for the full year in fiscal 1959 and $42.1 million in fiscal 1958. 

It would be completely erroneous to think that anywhere near these volumes 
or values were actually returned to the United States and competed with new or 
surplus domestic supplies, or that such amounts would have been imported had 
there been no limitations. In the first place, a large part of the foreign excess 
property sold consists of military-type items as distinguished from Civilian-type 
items. Dealers in surplus have a far greater interest and find a more ready 
market for civilian-type goods than for military-type items. 

Secondly, in disposing of foreign surplus, the U.S. Government gives priority 
to the wants of the government of the country where the surplus is located, 
Substantial sales are made on a negotiated basis to these governments. What 
is left is then offered to competitive bidders. The number of local bidders ig 
far, far larger than the number of American firms bidding for the products, 
Unfortunately, there are no data available on the nationality of either the total 
bidders nor of the successful bidders. Such information would be particularly 
interesting because it is unlikely that foreign bidders would be in a position to 
dispose of their purchases in the American market. 

Purely informal discussions with Government officials and surplus dealers have 
led to the conclusion that well under 10 percent of disposals abroad are made to 
American firms. Even such a figure would not be entirely conclusive with respect 
to the amounts that would be shipped back to the United States were there no 
restrictions. Many American buyers seek outlets in foreign countries where 
they can find ready markets for American surplus. Some buyers send the goods 
back to the United States in bond for reconditioning and for reexport. 

Certainly, only a small fraction of foreign excess property was returned to the 
United States prior to the almost complete prohibitions imposed in January 1959, 
One can only speculate with respect to how much would have come back had 
there been no restrictions. It is difficult to conclude that more than a few 
million dollars worth of surplus would be returned per year at sale price and not 
substantial volume even at acquisition cost. Lieutenant Colonel Rey testified 
that less than 10 percent of foreign excess property is actually sold for export. 
Of this less than half is sold to Americans, perhaps $15 or $20 million at acquisi- 
tion cost this year. This is the maximum that would come back to the United 
States as foreign excess imports. 

It may be interesting to the committee to compare the sales of surpluses 
abroad with sales within the United States for domestic consumption. In fiscal 
years 1958-59 and 1957-58, sales within the United States of products classified 
as usable or for salvage were about three times the sales abroad, both expressed 
in terms of original acquisition cost. It is probable that the original cost of the 
foreign surplus items returned to the United States in these 2 years was from 
1 to 3 percent of the surplus goods sold by the Defense Department here in the 
United States. 

Relative to our total national production or to our output of manufactured 
goods or to more narrowly defined categories of products being disposed as sur- 
plus, actual disposals are very limited in magnitude. What appears to have 
taken place is the tendency for those who have complained about the excessive 
imports of surplus to generalize from a few isolated instances, some of which 
would undoubtedly not stand up and have not stood up under intensive scrutiny. 
In essence, we have adopted policies and procedures which are far more harmful 
and wasteful than beneficial and constructive in their aggregate impact. 

Moreover, the amount of regulation and administrative effort that has gone 
into the control of foreign excess property imports, which are infinitesimal com- 
pared to domestic surplus disposal, is wholly out of proportion. If the American 
economy needs protection, it should be at the point of greatest danger, not at the 
point of least danger. 

We talk about economic growth and we talk about efficiency in our economy, 
and yet in the existing legislation and under the prevailing order, we are arbi- 
trarily being wasteful and inefficient and reducing competition. It is true that 
the funds which our Government derives from the sale of surpluses are quite 
limited compared to our total budget, but one would expect that the tremendous 
drive to reduce expenditures and to maximize revenue would logically lead 
to efforts to maximize Government revenues from the sale of surplus. It seems 
clear that the present rules and regulations which restrict imports lead to re- 
ducing proceeds from the sale of surplus abroad. Permitting such imports would 
broaden and expand the markets for such goods and would help bring about 
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higher proceeds. Certainly, it would intensify the competition on the part of 
buyers and this would increase the proceeds. 


PROTECTION FROM INJURY 


The real problem faced in liberalizing imports of foreign excess property 
stems from the fact that some few individuals or companies might be tempo- 
rarily affected in an adverse manner. The administrative agencies can es- 
tablish appropriate regulations after careful study and exploration with all 
interested parties. The burden of proof of injury ought to be on those who 
contend they are adversely affected. They should be required to give proof 
and evidence that they are being or will be harmed and that restrictions should 
be applied. What we have done in essence in the existing legislation is to bar 
imports subject to proof and evidence that they will not be harmful. What really 
ought to be done is to remove all restrictions of surplus property imports. How- 
ever, if any limits are introduced, they should, as the Senate bill tries to do, 
permit such imports subject to evidence and proof that they are harmful. 

In the final analysis, no valid reason exists today for continuing the present 
dubious and impracticable distinction between foreign and domestic surplus prop- 
erty. If this distinction must remain, then the law should be revised in acecord- 
ance with the language in the Senate bill which would liberalize the inflow of 
our surpluses being sold abroad. It provides the administering agencies with 
the flexibility that is needed and would replace the existing extreme and arbi- 
trary restrictions, 

Competition is still a powerful constructive force and it should not be 
shackled as is done inadvertently by the present law, and in a rigid manner by 
the Department of Commerce. The Senate bill makes the changes that are 
necessary so that our foreign surplus can come into the United States, thus 
maximizing our Government revenue, helping to fight inflation and making for 
more competition. 

Senator Grurntna. Mr. Randolph K. Vinson, executive director, 
Machinery Dealers National Association. 

Mr. Vinson, are you in favor of the bill or are you against it? 

Mr. Vinson. Yes, Mr. Chairman, we are in favor of the bill. 

Senator GRuENING. Very well. 

Mr. Vinson. And as the executive director of our association, I 
would like to read a brief statement in favor of the bill, for the 
chairman of our Government affairs committee who was unable to be 
here today. 

Senator GRuENING. You may proceed. 


STATEMENT OF RANDOLPH K. VINSON, EXECUTIVE DIRECTOR, 
MACHINERY DEALERS NATIONAL ASSOCIATION, FOR ALEX 
ZEEVE, JR., CHAIRMAN, GOVERNMENT AFFAIRS COMMITTEE 


Mr. Vinson. Mr. Chairman and members of the committee, please 
accept my sincere appreciation for the opportunity to appear before 
your committee on the subject of importing Government-owned sur- 
plus machine tools and contiguous production equipment, covered in 
section 402 of the Federal Property and Administrative Act of 1949. 
As chairman of the Government Affairs Committee of the Machin- 
ery Dealers National Association, my name is Alex Zeeve, Jr., of the 
Alex Zeeve & Co., Inc., 2617 Woolworth Building, New York 7, N.Y. 

We believe that S. 3154 will help to bring up to date the law as it 
specifically applies to machine tools and production equipment and, 
at the same time, correct a situation which we believe to be detrimental 
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to American industry. We respectfully urge you to seriously con- 
sider the following: 

I. The present ‘for eign excess property law is not protecting do- 

mestic machine tool builders as it is intended to do. The present law 
is presumably intended to protect domestic industry from indiscrim- 
inate dumping onto the domestic market of American-built equip- 
ment which becomes surplus to the U.S. Government at oversea loca- 
tions. It fails, however, to accomplish this as regards machine tools 
and production equipment because it is predicated upon a miscon- 
ception; namely, that every used machine tool sold here in the United 
States represents one less new equipment machine tool that could 
be sold by a builder. This is definitely not the case. There are hun- 
dreds and thousands of plants here in the United States which would 
be glad to buy a used machine tool, but who do not have the funds 
or budget to buy the equivalent new machine. In other words, these 
plants never were a customer for the new machine tool. These smaller 
plants which are in the growing stages could conceivably at some 
time later in their development become a customer for the new ma- 
chine tool. 

If these customers cannot find a good used American-built ma- 
chine within their allocated budget, their alternate choice then be- 
comes a new foreign-built equivalent machine, and statistics pl: ainly 
show that in the last 10 years the influx of these new foreign-built 
machines has grown and grown, to the obvious disadvantage of our 
domestic machine tool industry. 

II. The present law is actually improving the chances of foreign 

machine-tool builders permanently establishing themselves in the U 7 

market, which is the exact opposite of what the law is probably in- 
tended ‘to accomplish. (See reasons under No. I above.) Further- 
more, once a small plant here has started purchasing new foreign- 
built, machines, there is a very good chance that as they expand and 
have more funds, they may “continue purchasing foreign tools, 
whereas if these smaller plants were given the opportunity to buy a 
reasonably modern used American-built machine, when they became 
more prosperous and could afford better equipment, they would prob- 
ably favor American-built machines. 

III. The present law has undoubtedly caused a substantial quantity 
of surplus American-built equipment winding up behind the Iron 
Curtain. The Hoover Commission Reports on Foreign Excess Prop- 
erty repeatedly indicate that their committee believed that a good deal 
of the foreign excess property being sold overseas was winding up 
behind the Iron Curtain. Their report admits that there is no effec- 
tive way that the Government can police the ultimate destination of 
the property they sell overseas. For this reason alone, we believe a 
determined campaign to have the law changed should be made, so 
that at least these surplus American machines can be sold here in the 
United States without restriction, instead of permitting them to be 
sold to foreign buyers who may easily dispose of them behind the Iron 
Curtain. 

IV. The present law is causing our Government to realize negligi- 
ble monetary return for surplus machine tools being sold overseas. 
At present, foreign buyers know that they will have no competition 
from dealers like ourselves or other purchasers in the United States; 
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they are, therefore, having a “field day” in buying whatever surplus 
equipment comes up on bids overseas, and are buying it for next to 
nothing. If American buyers were given the opportunity to compete 
for these machines, the net return to ‘the Government would obviously 
be higher because of the greater competition involved. 

V. The present law is “predicated upon the further misconception 
that machine tools and production equipment located overseas are 
available in enormous quantities, which is not the case. It might be 
conceded that if American-built machine tools and production equip- 
ment became surplus at oversea bases in enormous quantities, their 
impact upon the domestic economy if brought back here might be 
severe; however, the facts are that the amount of such equipment now 
being sold overseas is practically negligible. I have gone through 
literally hundreds of Gov ernment bid invitations at oversea bases, 
and in a typical sale running anywhere from 100 to 200 lots of as- 
sorted material, it is unusual to find more than two or three machines 
of any kind in the sale. On this point, there is a further anomaly— 
even assuming that there was a large quantity of equipment available 
overseas (which is not the case), then why cannot our Government, 
using the same reasoning that has gone into the making of our present 
law, | prohibit the sale here in the United States of sur ‘plus machinery 
and equipment which it has for sale at domestic military and naval 
installations? In other words, if the basic desire of Congress is to 
protect domestic industry, then why not go whole hog and take all of 
our surplus machine tools and dump them out in the ocean to prevent 
their being sold on the market? Why select only surplus American- 
built eqecpmnent which by an accident of geography happens to be 
located at a U.S. base overseas instead of being at a U.S. base in 
Maryland or ¢ California? 

To sum up, we feel that the present law does not accomplish what 
it is intended to accomplish and actually works to the detriment of the 
very American industries which it was presumably designed to pro- 
tect. The proposed law (S. 3154) will correct this situation, and we 
are behind it 100 percent. 

Thank you very much for the courtesy you have extended me today. 

Senator GruentnG. Thank you very much, Mr. Vinson. 

Are you familiar with the amendments that have been placed in the 
companion bill in the House, H.R. 9996 ? 

Mr. Vinson. Yes. 

Senator GRUENING. Do you favor those amendments or not? 

Mr. Vinson. Actually, I have not had an opportunity to discuss 
them with our committee in detail, but I am sure that the intent and 
feeling of our committee is that they are good amendments. The 
language may require a little bit of correction in that. I am not 
so sure. 

Senator Grugntne. Then you would not agree with Mr. Kampel- 
man and Mr. Nathan? Will you be kind enough 

Mr. Vinson. I will be happy to report back to you. 

Senator Gruentne. Will you be kind enough to submit your views? 

Mr. Vinson. I will be very happy to submit our views. 

Senator Grurnine. Thank you. 
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(The material requested follows :) 


MACHINERY DEALERS NATIONAL ASSOCIATION, 
Washington, D.C., June 19, 1960. 
Reference 8. 3154 and H.R. 9996 (Rept. No. 1638). 
Hon. ERNEST GRUENING, 
Senate Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear SENATOR GRUENING: It was kind of you to permit me to consult with 
our committee on your question, “Do you favor those amendments in the com- 
panion bill H.R. 99967?” 

So that you may have the exact words of a machinery dealer who is directly 
affected by the bill and is chairman of our committee, I am pleased to again 
quote Mr. Alex Zeeve, Jr., as follows: 

“It is our feeling that the change proposed by the Department of Commerce 
would to a large extent nullify the basic intent of the proposed bill. If it ig 
adopted, it would result in the Department of Commerce having to pass on each 
application just as they presently do under the present law, with no clear and 
definite criterion other than what they interpret as to what ‘wouid result in 
undue loss of production or unemployment.’ 

“One can easily visualize what might very well happen. Each time someone 
wished to reimport some foreign excess property, it is entirely possible that the 
Department of Commerce would contact the original manufacturer and ask 
whether the reimportation would result in undue loss of production or unem- 
ployment; now, this would be a difficult question for the original manufacturer 
to answer. Many manufacturers, as you well know, take the stand that each 
and every unit sold as used or surplus equipment represents one less new item 
that they themselves could furnish (even though we, of course, know that this 
is not so). Such manufacturers would, therefore, undoubtedly tell the De 
partment of Commerce that the reimportation would result in undue loss of 
production, and the Department of Commerce might, therefore, very well then 
reject the reimportation application. 

“We feel this would negate the entire purpose of the proposed bill. It seems 
to us that the original language of this bill is much more to the point and 
presents a much fairer criterion as to what will govern the Department of 
Commerce in passing on reimportation applications. The original language 
states that the reimportation would have to be proven to be ‘injurious to the 
economy of this country,’ which means that anyone objecting to the proposed 
reimportation would have to make out a case showing not only that his own 
business might possibly be adversely affected but that the entire economy of 
the country would likewise be adversely affected, and we feel this should be 
the true test. 

“T cannot help but add that the entire background on the subject of foreign 
excess property shows that the Department of Commerce themselves have 
never once initiated any action to change the present unfair law. It would, 
therefore, seem that their feeling has been that the law has been fair, which 
we, of course, know it has not been. It therefore seems to me that their present 
request to change the wording on the proposed House bill is a further mani- 
festation of their desire to continue acting as ‘policeman,’ when that should 
not be their function at all. From personal experience with their personnel 
down in Washington, I draw the conclusion that they have not been, nor will 
they be, sympathetic to reimportation of foreign excess property unless the 
proposed change in the law is so clearly written that they will be prohibited 
from acting as the arbiter in each and every case. 

“T further cannot help but observe that the unfortunate appellation ‘Foreign 
Excess Property,’ which has been given to American-built equipment, machinery, 
ete., sold by U.S. agencies overseas has somehow or other permeated the think- 
ing of Department of Commerce officials who have associated it with some sort 
of evil connotation, as if it were ‘bootleg’ or ‘clandestine merchandise.’ The 
true facts are, of course, that the equipment involved should have no such 
connotation attached to it at all—it was produced by American labor in Ameri- 
can plants and paid for with American dollars and by an accident of geography 
happened to become surplus at American bases Overseas instead of becoming 
surplus at a domestic base. The original American manufacturers presumably 
made satisfactory profit margins on this equipment when they built it, and 
while it is understandable that they might prefer that it not be put back into 
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the domestic market, there is not the slightest reason why it should not be 
made available to American users now. We feel it is almost criminal to forbid 
this material from being brought back here for sale, knowing that the Hoover 
Commission reports have plainly indicated that a large quantity of this foreign 
excess property has undoubtedly wound up behind the Iron Curtain, which is 
the last place it should wind up. Any change in the present law should be so 
clearly and strongly written as to make it as difficult as possible for any 
Government agency to prohibit the reimportation of this property. We there- 
fore feel that the House bill, as originally written, contains the most desirable 
language; however, if the Department of Commerce’s wording is adopted, we 
see strong possibility of the present law being continued instead of changed.” 
With the hope this information will be helpful to you, Iam 
Respectfully yours, 
R. K. VINnson, 
Executive Director. 

Senator GruENING. Our next witness is Mr. William C. Weber, 
Jr., executive director, Electronics Representatives Association. 

Mr. Weber, have youa prepared statement ? 

Mr. Weser. Yes, I do, Mr. Chairman. 

Senator Gruentnc. | am wondering whether, in the interest of 
time—we have a lot of witnesses—whether you would not summar- 
ize your views and allow us to put your full statement in the record 
following your remarks ? 

Mr. Wener. I will be glad to do that, Mr. Chairman. 


STATEMENT OF WILLIAM C. WEBER, JR., EXECUTIVE DIRECTOR, 
ELECTRONICS REPRESENTATIVES ASSOCIATION, CHICAGO, ILL, 


Mr. Weer. [am William C. Weber, Jr., and I am executive director 
of the Electronics Representatives Association, with offices in Chicago. 
And I am appearing on behalf of the association and specifically our 
president, Mr. Wally Shulan of Jersey City, N.J., who wanted to be 
here but could not. 

For the clarification of the committee, our members are independent 
manufacturers’ representatives who sell all types of electronics com- 
ponents and equipment. They employ a substantial number of people 
and are involved in direct day-to-day selling. 

Competition in the electronics sales today is very, very severe. We 
are facing not only competition from domestically generated surplus 
but also from the Japanese manufacturers of the same types of elec- 
tronic equipment sold here in this country. So far as we are able to 
determine, there is no shortage of electronic parts and equipment in 
this country. 

On the other hand, we are fairly certain that overseas there either 
are now or will be in the future substantial quantities of electronic 
goods that will be available for reimportation into the United States. 
With the steady improvement in military hardware, and particularly 
in our industry where electronics is changing almost every day, we 
are pretty certain that this is going to happen. Under the present 
law we feel that the country and the electronics economy, is protected 
from the wholesale dumping of foreign excess property. 

Even if it were small in amount, we see no reason for compounding 
the difficulties of an electronics market that already has a more than 
plentiful supply. 

Under the present law, of course, there has to exist a domestic short- 
age, and this 1s a determination now made by the Department of Com- 
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merce. If the law were changed as is provided in S. 3154 or H.R. 
9996, this means a shifting of the burden of proof over to the injured 
industry. Our basic position is that, if it is now difficult for the De- 
partment of Commerce to determine an import which is beneficial to 
the economy or, in other words, determine the actual existence of a 
shortage, that it is far harder for them to determine a potential im- 
pact on an economy in advance. 

We wonder how you determine in advance the impact on the econ- 
omy as a whole, on a given industry, or on production or on em- 
ployment. You can prove this, once it has happened, but of course 
then the damage is done and the market is severely injured. 

If it were not true that competition is as severe as it is in our elee- 
tronics industry, perhaps we would feel otherwise. Listening to the 
witnesses this morning, I gathered their particular compl: int is 
directed at the current policies of the Department of Commerce in 
administering the present law. If these policies are incorrect, I be- 
lieve they can be changed by the Department of Commerce just as 
they apparently were changed in 1958. And we submit that this is 
the better action. 

In the meantime, we respectfully ask you not to compound our 
present difficulties by changing the present law. Perhaps through 
better procurement on the Government’s part or whatever other means 
are necessary. They can remedy a current domestic situation and, 
as I say, not add to our difficulties by bringing in goods which, once 
brought in, are certain to have a depressing effect so long as the goods 
are already in adequate supply. 

Senator GRUENING. Well, then, as I understand it, your association 
is opposed to the enactment of S. 3154? 

Mr. Weper. Yes, sir; we are. 

Senator Gruenina. And you prefer to leave the situation with the 
current provisions? 

Mr. Wever. Yes, Senator, we do. Primarily, as I say, because 
there are no provable shortages in electronics goods in the country. 
Our electronics manufacturers, from what we can determine from the 
electronics industries in the association, are well able to meet the 
demands; and the demands that they cannot meet, if there are such, 
are certainly being met by Japanese and German manufacturers. 

Senator Gruentne. You feel that the importation of surplus com- 
modities in your field would be injurious to your industry ¢ 

Mr. Weser. Yes, sir; because the supply is already plentiful, and 
any goods which are brought back are bound to have a depressing 
effect on the local market. 

Senator GruentnG. Do you feel that, despite the provisions of the 
bill, that the Secretary of Commerce may rule against the importation 
if he finds it injurious to production here ? 

Mr. Weser. Senator, under the proposed language how do you de- 
termine such a thing as, for example, “injurious to the economy”? 
This is difficult as we see it, and the Secretary being unable to prove 
the injury in advance would be required to grant a license. 

Now, as I say, once it happens, of course, it is a provable situation, 
and we know that in the case of domestic surplus, where, for example, 
after World War II, communications gear was dumped on the market, 
it did have a depressing effect on U.S. manufacturers. 
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But we would prefer to see the determination made now, as to 
whether a shortage exists. Under this test the Department of Com- 
merce can go to the industry affected and ask them what their cur- 
rent stocks are, both in plant and in their distribution points. This 
gives a pretty adequate measurement of whether or not there is a 
shortage existing and whether or not importation of a given quantity 
of goods would result i ina benefit to the economy. 

But how they would determine undue loss of production or undue 
loss of employment or impact on either the whole economy or a part 
of it, we frankly, Senator, do not see how they could establish rea- 
sonable criteria. 

Senator Gruentnc. Well, thank you very much, Mr. Weber. We 
are very happy to have your testimony. 

Mr. Weser. Y es, sir. 

(The full text of the statement by Mr. Weber follows:) 


STATEMENT ON S. 3154 AND SIMILAR BILLS RELATING TO THE DISPOSAL OF 
FOREIGN Excess PROPERTY 


Mr. Chairman, my name is William C. Weber, Jr., and I am executive director 
of the Electronic Representatives Association, with offices at 600 South Michigan 
Avenue, Chicago, Ill. I appear on behalf of the association, and specifically its 
national president, Mr. Wally Shulan, of Jersey City, N.J., who had hoped to 
be present, but was prevented from doing so by circumstances beyond his con- 
trol. 

ERA is composed of some 725 independent manufacturers representatives 
throughout the country, small business firms which sell electronic components 
and equipment to commercial, industrial, and military customers. These firms 
employ well over 3,500 persons, most of whom are involved in direct day-to-day 
selling in every State of the Union against various forms of competition. 

Ever since World War II, and the Korean war, our members have faced 
competition from domestically generated surplus electronic parts and equipment 
returned to the American marketplace. We are well aware that this situation 
is caused by inadequate Government procurement policies, in many instances, 
and we support wholeheartedly the efforts of various Members of Congress who 
seek to rectify this situation. I am confident that we would lend our complete 
backing to efforts which would, in the interim, alleviate this condition through 
better control of the disposal of domestic surplus, even as current law exercises 
a measure of control over surplus reimported from abroad. 

The present law, which S. 3154 (and H.R. 9996) seek to amend, provides 
that such foreign surplus may be reimported only in cases of a shortage here 
in the United States; we submit, Mr. Chairman, that no domestic shortages 
exist in the case of electronic parts and equipment. Quite to the contrary, and 
from what we can determine, electronic manufacturers are well able to supply 
both military and nonmilitary needs, and the fact that very few applications 
for the reimport of electronic surplus are now pending before the Department 
of Commerce would seem to support this thesis. 

At the same time, we are confident that the rapidly changing technology of 
our industry means that substantial quantities of obsolete electronic parts and 
equipment either are now surplus overseas, or will be, as new equipment re- 
places that in current use. I regret to say that we have been unable to learn 
from either the Departments of Defense or Commerce exactly the items and 
quantities which are now (or are in the process of being declared) surplus, but 
the steady improvement in military electronic hardware is a good indication that 
large amounts of such material are or will be available for reimportation, 
particularly if the present law is changed. 

If such goods are reimported, it can only mean further hardship on those 
in our industry, like electronic representatives, who must meet the competition 
of domestically generated surplus, not to mention the increasing competition 
from Japanese and other foreign manufacturers of the same equipment. Any 
merchandise dumped into a market of plentiful supply must have a depressant 
effect, which will translate into a lessening of the need for goods which are 
manufactured domestically. Obviously, a diminished demand means decreased 
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production by U.S. manufacturers, and a consequent loss of employment among 
their workers. It will also mean a loss of sales income for the representatives 
wholesalers, dealers, and others who would normally be able to sell such goods 
to their customers. 

Regardless of the extent of the loss of production and/or employment, it 
must necessarily mean a loss in corporate and personal income, and thus a loss 
of tax revenue to the Government. In view of the small rate of return to the 
Government (and thereby the taxpayers) on surplus property—estimated to 
be about 5 percent by the Chief of the Surplus Disposal Branch of the Defense 
Department—we seriously question whether the money obtained by the Federal 
Government from the domestic sale of surplus now overseas will offset the tax 
revenue loss resulting from the almost-certain loss of some production and em- 
ployment caused by the reimportation of goods already in adequate supply. 
Above and beyond this is the question of whether or not the reimportation of 
these goods is worth even 1 day’s lost wages for one worker anywhere in the 
United States, particularly when the loss is due to the now-preventable return 
of goods which were purchased by his Government with his own tax dollars 
and might even have been manufactured by the firm which employs him. : 

One further point in re the financial return to the Federal Government: 
testimony from Colonel Rey, of the Surplus Disposal Branch, Department of 
Defense, indicates that the return on surplus sold abroad is about 7 percent, 
compared to the 5 percent realized on domestic sales. Economics alone, then, 
would indicate that the taxpayer is better off if the goods are sold overseas, 
rather than reimported. 

Aside from the Federal Government, the only other beneficiary of a relaxation 
of the present law is a small group of importers. Their argument about creat- 
ing business opportunities for various U.S. businessmen and consumers takes no 
note of the corresponding loss of employment and production Which the reim- 
ported goods will cause among domestic manufacturers, and the consumers which 
they employ. They can now bring in any goods which they can prove are in 
short supply, and we have seen no evidence to indicate that current Department 
of Commerce policy is depriving domestic users of oversea surplus which they 
actually need. 

Why, then, we ask, should the present law be changed for the benefit of a few, 
as opposed to potential damage to the many in the electronics and other indus- 
tries which constitute so important a part of our peacetime and war-ready 
economy. The fact that there has been little provable damage to date is un- 
doubtedly due to the small volume of reimports permitted so far; a change in 
the law could alter this picture in a very short time. In the absence of a 
proven domestic shortage, we can find no reason for gambling on potential 
damage, which, once it occurs, cannot be repaired. Determination of reimports 
“beneficial to the economy” is not a simple determination for the Commerce De- 
partment, but they have already indicated serious reservations as to their abil- 
ity to interpret and apply as broad a standard as “injurious to the economy.” 
We submit, Mr. Chairman, that interpreting the language “undue loss of produe- 
tion or employment” (as provided in H.R. 9996 as amended) is no simpler a 
task than determining injurious effects upon the economy. 

Not only is it easier to determine the existence of a shortage, as must be done 
under the present law, but it would seem reasonable to assume that the num- 
ber of applications for reimport will rise sharply if the basis of the determina- 
tion is changed to one of impact on production or employment. In this event the 
workload of the Commerce Department will also increase, and a corresponding 
increase in the number of Government employees (and thus payroll costs) could 
easily negate any moneys accruing to the Government from the sales of such 
surplus. Furthermore, while the existence of a shortage can now be ascertained 
by checking the domestic stocks of manufacturers and their distribution outlets, 
the determination of economic damage in the form of production or employment 
loss is certainly a much more complicated and conjectural process, requiring 
far more research than is currently involved. 

At this point, Mr. Chairman, I should like to add that the chief complaint 
of the importers seems to be directed toward the current administrative pol- 
icies of the Foreign Excess Property Office of the Department of Commerce. 
They claim that the policy of this office changed in 1958, and that goods ac- 
tually in short supply have been denied clearance. If, in fact, this is true, the 
remedy wold seem to be that FEPO, and certainly their current policy can be 
changed as indicated to rectify these situations. 
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I submit, Mr. Chairman, that the current law is adequate to cover all sit- 
uations of actual domestic shortage, and that the burden of proof of shortage 
does now lie with the Department of Commerce which must consult with both 
the importer making application for import as well as the particular industry 
involved. I repeat, our feeling that the determination of shortage (and thus 
penefit to the economy) is far easier to accomplish than ascertaining in ad- 
vance, the potential impact on the economy, Or an employment, or production. 
The difficulties involved in the latter types of determination must, in our 
opinion, add to the workload of the Commerce Department, and cause them to 
make judgments based on criteria which are nebulous at best. A previous wit- 
ness, Mr. Nathan, has admitted that the burden of proof, if the present law is 
changed, will be shifted to the industries affected. These industries will have 
no less difficulty that the Commerce Department, in proving in advance, the 
potential damage to the national economy, as a whole, or even to their par- 
ticular industry. (They can prove damage Once it happens, but it is then too 
late. ) 

Mr. Chairman, knowing that you have statements submitted to you by the 
Electronic Industries Association on behalf of electronic manufacturers, and by 
the National Electronic Distributors Association, representing the wholesalers 
of electronics parts and equipment, I think it safe to say that I speak for the 
majority of the electronics industry in asking you to reject the philosophy 
expressed in S. 3154, and to let the present law stand as it is. We ask, most 
respectfully, that you do not compound the difficulties created by domestically 
generated surplus by adding to them the impact of foreign surplus, regardless 
of quantity. When electronic manufacturers and their sales representatives 
have acted in good faith in supplying the Government with the electronic hard- 
ware for which it contracted, it seems to us unfair for that same Government 
to be the instrument by which their nonmilitary business is injured, regardless 
of the degree of damage. We are more than willing to meet the severe com- 
petition of the worldwide marketplace, but can find no justification for a change 
which would hamper our ability to keep American producers operating at the 
best possible capacity. 

Nore.—Value of Government excess property overseas as of December 31, 1959, 
$493 million. 

Senator Grurentne. Mr. Robert P. McKenrick, executive vice presi- 
dent, Construction Industry Manufacturers Association. 

Mr. McKenrick, would you be willing to have your statement put 
in the record and briefly summarize your position on it? I under- 
stand that you are appearing in opposition to this bill. 

Mr. McKenrick. Yes; that is right, Mr. Chairman. 

My statement is brief and, if you would bear with me, I would like 
to scan over it just as quickly as possible. 

Senator Grugentna. We do not want to foreclose any testimony. So 
go right ahead as you desire. 


STATEMENT OF ROBERT P. McKENDRICK, EXECUTIVE VICE PRESI- 
DENT, CONSTRUCTION INDUSTRY MANUFACTURERS ASSOCIA- 
TION, CHICAGO, ILL. 


Mr. McKenricxk. Thank you, sir. 

My name is Robert P. McKenrick. I am executive vice president 
of the Construction Industry Manufacturers Association, with offices 
at 135 South La Salle Street, Chicago, Il]. My appearance today is 
on behalf of the manufacturers of construction ‘machinery and equip- 
ment, whose membership in this association represents approximately 
9 percent of the dollar volume of construction machinery sold in the 
United States; 80 percent of these companies are rated by the Depart- 
ment of Commerce as small business manufacturers. 


My statement is in opposition to any change in section 402 of Public 
Law 152. 
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Section 402 of the Federal Property and Administrative Services 
Act of 1949, as amended, prohibits the importation of foreign excess 
property into the United States, unless, in the case of nonagr icultural 
goods, the Secretary of Commerce determines that the importation 
of such property— 

* * * would relieve domestic shortage or otherwise be beneficial to the economy 
of the country * * *. 

The manufacturers of construction machinery are well satisfied 
with the existing law. ‘They are most apprec iative of the protection 
given them under the provisions of this law whereby the flooding of 
the domestic market by tremendous quantities of foreign generated 
surplus construction equipment has been properly controlled. 

Enactment of S. 3154 would destroy this protection and the existing 
controls and substitute a liberalized policy in favor of the importa- 
tion of excess property. 

The provisions of S. 3154 would entirely eliminate the provision of 
the present law wherein a domestic shortage of nonagricultural goods 
is a determining factor by which to evaluate the possible impact of 
the domestic disposal of any foreign excess property on the economy 
of this country. It was the intent of Congress when it enacted the 
present law in 1949 to control the importi ation of foreign surplus so 
long as the industrial plants of the United States were capable of 
supplying the needs of our country. This can best be accurately and 
quickly determined by the existence or nonexistence of a domestic 
shortage of any item of construction machinery or equipment, and 
the inclusion of this controlling factor in the present law is the most 
effective gage by which it is being enforced. 

By removing the determination of a domestic shortage as a guide 
for the administration and enforcement of the present law, S, 3154 
substitutes the vague and indefinite provision of the present law i in 
that the importation and sale of foreign surplus property shall be 
unlawful if the Secretary of Commerce determines that it would be 
injurious to the economy of this ountry. 

The establishing of such a broad standard by which to measure 
the impact of foreign surplus presents an impossible administration 
problem. 

The vigor of our national economy responds to our production 
activity and is reflected in the employment of our people, but how 
can any individual or any group of people accurately determine the 
impact on our national economy that would result from the impor- 
tation of a given machine or group of machines at any given time? 
With this guideline it would be possible to import enough of any 
given item or group of items to completely destroy an existing plant 
or cripple an entire industry without so much as causing a ripple on 
the surface of a national volume embracing $500 billion. 

I repeat, 80 percent of the companies m: mufacturing construction 
machinery today are rated by the Department of Commerce as small 
business manufac paki 

It is obvious that those advocating this legislation are bent on de- 
stroying any semblance of control over the importation of foreign- 
generated Government surplus. 

The manufacturers of construction machinery and equipment take 
no issue with any change in the present law that will strengthen the 
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ability of the Department of Commerce to enforce it. While it is 
obvious that opposed commercial interests favor opposite interpreta- 
tions and enforcement of the present law, we strenuously object 
to the provisions of 8. 3154 that would completely destroy the present 
control and encourage the flooding of the domestic market with for- 
eign generated surplus construction machinery to benefit only a few 
who are interested in the import: ition of these goods, but by so doing 
will further depress an entire industry that is now ope1 ‘ating at only 
one-half of its capacity. 

It has been claimed that the present. law i imposes a hardship on these 
importers who have purchased this equipment. At the time they 
purchased this equipment, they were fully aware of the present law 
and its provisions that prohibit the importation of foreign surplus 
unless it would relieve a domestic shortage or be beneficial to the 
economy of this country. 

The statement has been made that there is no hard evidence that 
domestic industry has been hurt solely by the importation of foreign 
excess property and that resistance to changing section 402 of Public 
Law 152 is based more on general economic policy than on tangible 
"ASS. 

The manufacturers of construction machinery and equipment have 
not been hurt in the past. by the importation of foreign surplus; for 
under the provisions of the present. law, where the determination of a 
domestic shortage is a factor of enforcement, they were protected so 
long as they could supply the domestic demands and, if not, Congress 
had provided for the orderly importation of these goods under the 
control of the Secretary of Commerce. 

There is no present restriction on the sale of domestic surplus 
property. The manufacturers of construction machinery and equip- 
ment are now subjected to the impact on their business that is brought 
about by the continual dumping on concentrated market areas of ter- 
rific volumes of all kinds of construction machinery, some of which 
has never been used, but all are sold at approximately scrap prices 
to people who would normally buy new equipment or used trade-ins. 
This proposed legislation will only compound the seriousness of this 
surplus problem and convert present potential markets into sterile 
areas saturated with construction machinery. 

There is not now and never has been a domestic shortage of con- 
struction machinery in this country under peacetime conditions. 
During World War II, 90 percent of the domestic production was 
scheduled and shipped to the military. During the Korean emer- 
gency, 55 percent of the entire domestic production was diverted from 
the end user into militar y channels. 

Reference has been m: - to certain models of construction equip- 
ment not being readily available at all times. Models of construc- 
tion equipment change tres time to time, just the same as any other 
commodity. Modern versions of old designs have always been avail- 
able. 

The basic reason for a model change is to produce a unit of su- 
perior quality. Prices have increased as a result of rising prices of 
components and labor. However, it costs no more today to move 
a yard of dirt than it did 25 years ago. Price alone is not a factor 
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and we should not compare the oxcart of yesterday with the diesel- 
powered truck of today. 

The capacity of the manufacturers in the United States to produce 
construction machinery is established at an annual volume of $3 bil- 
lion. However, last year, in 1959, only $1.8 billion in construction 
machinery was shipped, which was below the average for the past 
5 years. 

‘The increased 1960 activity forecast for this industry did not ma- 
terialize. This industry is now operating below the reduced 1959 vol- 
ume of 60 percent as reported by the Department of Commerce in 
their release of December 10, 1959. Beginning after July of 1959, 
finished goods began accumulating in warehouses. ‘This inventory is 
now backing up in the manufacturers’ plants, causing further cut- 
backs in production schedules and the spread of further unemploy- 
ment among the hundreds of thousands of people who were directly 
or indirectly employed. 

Approximately $17 billion of construction equipment has been built 
and shipped to end users within the past 10 years. Much of the 
roadbuilding equipment now in the hands of contractors is idle due 
to reduced operations, and even during the height of the 1959 construe- 
tion season, 30 percent of this equipment was not working. 

For the first 4 months of 1960, public construction has declined 138 
percent as compared to 1959 and figures available from the Depart- 
ment of Commerce place today’s inventories of new and used machines 
in the hands of factories and in their equipment distributors’ ware- 
houses at over $500 million. 

Another indication of the present depressed market in this industry 
is the introduction of auction sales. Auction sales of construction 
machinery were not prevalent prior to 1957. There were 156 public 
auctions held during 1959 in an effort to move an obviously high in- 
ventory of used machines taken in trade for new equipment and to 
dispose of idle units in contractors’ fleets for which no work could be 
obtained. 

This industry is now and has been operating below the dollar vol- 
ume average of the past 5 years. Even with this decrease in produc- 
tion, the inventories of finished goods have increased to serious 
proportions, requiring still further immediate curtailment of plant 
operations, with the accompanying rise in unempleyment. 

The manufacturers of construction machinery and equipment 
strongly urge that the present provisions of section 402 of Public Law 
152 be retained as it is only through these provisions that their do- 
mestic market is protected from being flooded by foreign-generated, 
Government-surplus construction machinery. 

Enactment of S. 3154 would destroy this protection and would en- 
courage the mass importation of these foreign surplus goods, adding 
to the further deterioration of an industry that is already distressed 
and operating at 50 percent of capacity. 

I wish to express the industry’s appreciation for the opportunity 
you have afforded me to appear before you. I shall be happy to try 
to answer any questions that the members of the committee may have. 

Senator Gruentnc. Thank you very much, Mr. McKenrick. 

I want to ask you to confirm your statement that the entire industry 
is now operated at only half of its capacity; is that correct? 
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Mr. McKenrick. Yes, sir. The industry, according to the Depart- 
ment of Commerce, operated last year at 60 percent of its capacity, 
and this year it is operating, as near as we can find out, at very close 
to 50 percent capacity. 

Senator GRUENING. In other words, it is declining; is it? 

Mr. McKennrick. Yes, sir; it is declining. 

Senator GruENING. Then you do not share the view that a wave 
of prosperity is upon us? 

Mr. McKenrick. That, Mr. Chairman, was a very desirable thing 
to think about when the year turned ; however, it has not materialized 
in the construction industry, and basically because public construc- 
tion, as I mentioned, is down 13 percent. 

Senator Grueninc. To what do you attribute this decline in public 
construction? You know there is a marked increase in population. 
Why does the construction not keep pace with it? 

Mr. McKenricx. Well, much of it has to do with the curtailment 
of the Interstate Highway System, the 41,000 miles that are being 
built by the joint efforts of the Federal Government and the States. 
That has been curtailed because of moneys not being readily available, 
and probably will operate at a reduced speed until some long-range 
financing plan has been determined by Congress. 

Senator Grueninc. Is the construction machinery of your asso- 
ciation mainly roadbuilding in nature ¢ 

Mr. McKenrick. No, sir. We embrace everything. Ninety-five 
percent of the volume includes, of course, shov els, tractors, all types 
and kinds of equipment. both for building dams, highways; they use 
practically the same equipment, only maybe of different sizes. 

Senator Grurntna. Well, you have painted a rather bleak picture 
of the prospects. I hope that you prove to be mistaken. 

Mr. McKenricx. Well, frankly, the members of the association will 
be very happy if I prove to be mistaken, but the long-term forecasts 
that are being produced now indicated continued layoffs. And, after 
all, we will be into the fall and winter season within a few months, 
which will not help our picture any. 

Senator GrueNtneG. Your association should be in favor of a bill 
which I have introduced to have a road program in Alaska, where as 
a result of our exclusion from Federal highway aid for 40 years, we 
have no highways to speak of and need them. 

Mr. McKernrick. I would be very happy to see that happen. I have 
had some friends that worked on the Alean Highway, and I am looking 
forward to getting up there myself—driving up. 

Senator GruENING. Well, no one ever regrets taking a trip to 
Alaska. 

Mr. McKenricx. Iam sure they do not. 

Senator Grugrninc. Thank you very much, Mr. McKenrick. 

Mr. McKenrick. Thank you, Senator. 

Senator Gruentne. Now, Mr. Wilbur Schield, president, Power 
Crane & Shovel Association. 

Is Mr. Schield here? 

Mr. McKenricxk. Mr. Chairman, may I just tell you that I talked 
to Mr. Schield this morning and he is unable to appear and sends his 

regrets. 
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Senator Gruentne. If he would like to submit a statement, we 
would be glad to make it part of the record. 

Mr. McKenricx. He would very much appreciate that, if you 
would permit him to submit a statement. 5 

Senator Gruenrna. I take it that his position would be somewhat 
similar to yours? 

Mr. McKenrick. Yes, sir. He is, by the way, president of the 
Schield-Bantam Co. of Waverly, Iowa, and they are going to be hurt 
very badly by this. 

Senator Gruentna. We will make Mr. Schield’s statement part of 
the record at this point. 

(The full text of the statement of Mr. Schield follows :) 


STATEMENT OF WILBUR L. SCHIELD, PRESIDENT OF AND REPRESENTING THE Power 
CRANE & SHOVEL ASSOCIATION 


My name is Wilbur L. Schield. I am president of the Power Crane & Shovel 
Association as well as the Schield-Bantam Co. of Waverly, Iowa. 

My appearance today is on behalf of the Power Crane & Shovel Association 
composed of manufacturers of full revolving power cranes, shovels and draglines, 
both crawler and wheel mounted. This association comprises approximately 85 
percent of the volume of mobile power cranes, shovels and draglines between the 
capacities of three-eighths cubic yard and 2!'4 cubic yards inclusive. 

This industry represents an estimated 25 percent of the entire construction 
machinery industry in the United States. 

The industry is approximately a $150 to $175 million volume industry and an 
extremely important segment of the American economy. 

I wish to express the industry’s appreciation for your committee having given 
me the opportunity to appear before you today and my statement is in opposition 
to any amendment or revision of section 402 of Public Law 152. 

It is my understanding that the House Committee on Government Operations 
has approved and sent to the floor of the House, companion bill H.R. 9996 which 
would propose to amend section 402 of the Federal Property and Administrative 
Services Act of 1949 as amended to date. 

I am appearing before you to strenuously oppose on behalf of the domestic 
power crane and shovel industry, any revision of section 402 by proposed Senate 
bill S. 3154. 

The proposed legislation has been presented by its proponents under a mislead- 
ing title which would indicate that such legislation was being presented to in- 
sure that foreign excess property which has been Government generated and 
which has been disposed of overseas would not be imported into the United 
States to the injury of the economy of this country. 

The Power Crane & Shovel Association wishes to point out, however, that 
by the proposed legislation to amend section 402 of Public Law 152, one ex- 
tremely important safeguard to the domestic economy has been eliminated from 
the wording and intent of section 402 as it now stands on the statutes. Both 
H.R. 9996 and proposed 8S. 3154 would eliminate from section 402, the provision 
that nonagricultural goods (which would include construction machinery) must 
be shown to be in shortage of supply in the United States before permission is 
granted to import such foreign excess property for resale within the United 
States. And under the present law, before such importation is permitted, proof 
must be presented that such importation would be beneficial to the domestic 
economy. 

Under the proposed legislation, our domestic industry would be deprived of 
the opportunity that is insured to them under the present law of proving that 
the economic law of supply and demand is being adequately made by the domes- 
tic industry which is, at the present time, a criterion for preventing the im- 
portation of foreign government generated surplus—power cranes and shovels. 

The proposed new legislation merely requires that a determination be made 
that such importation would not be injurious to the economy of this country. 

At the present time, tere is no domestic shortage of power cranes and shovels, 
nor has there ever been such a shortage under peacetime conditions. During the 
Second World War, approximately 90 percent of the domestic production in this 
country was channelled to direct military requirements and approximately 50 
percent during the Korean emergency. 
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When the U.S. Congress prohibited the importation of foreign excess property, 
it said in effect that the only cases where permission for such importation 
would be justified would be in cases where by such importation, domestie short- 
ages would be relieved or that such importation would be otherwise beneficial 
to our domestic economy. 

The removal of the safeguard afforded our domestic industry, as long as that 
industry is more than capable of taking care of domestic requirements would un- 
doubtedly prove dangerous to the economic health of our industry. 

This is also especially true since in many areas of the world, through the force 
of competition from foreign nations having a considerably lower scale of econ- 
omy, export trade of our domestic industry has been seriously curtailed. 

We do not feel that we should be further jeopardized by having to compete in 
our own domestic market with U.S. Government generated surplus power cranes 
and shovels. 

According to Power Crane & Shovel Association official figures, shipments 
for the first 4 months of 1960 domestically by our industry have fallen ap- 
proximately 844 percent, same period 1959. 

At the same time, official figures of the association on reports of inventories 
on hand of completed machines have increased in April 1960 over April 1959 
by 48 percent. These figures represent completed inventory of machines on 
hand in plant inventories and in dealer inventories. The total number of 
machines available in inventory in this country as of the end of April 1960 
represent nearly 1,000 machines in the three-eighths cubic yard through 2% 
cubie yard capacities. 

It is to be further noted that in each month of 1960 to date, the inventories of 
completed unsold machines have steadily increased. 

By relaxation of the safeguards of present section 402 of Public Law 152 and 
the permission of wholesale importation of foreign generated surplus for resale 
in this country could very well create an economic crisis in our important seg- 
ment of the construction machinery industry. 

On behalf of the Power Crane & Shovel Association, I wish to thank sincerely 
the members of this committee for permitting me to appear before you today and 
would be pleased to attempt to answer any questions that the members of the 
committee might have. 

Senator GruEeNntnG. Our next witness is Mr. H. J. Mayer, Asso- 
ciated Equipment Distributors. 

Mr. Mayer. Yes, sir. 

Senator GRUENING. We are pleased to have you here, Mr. Mayer. 
You may proceed with your statement. 

Mr. Mayer. Thank you, sir. 


STATEMENT OF H. J. MAYER, EXECUTIVE VICE PRESIDENT, 
WESTERN MACHINERY CO.; GENERAL MANAGER, OF EDWARD 
R. BACON CO., SAN FRANCISCO, CALIF., AND PRESIDENT OF 
ASSOCIATED EQUIPMENT DISTRIBUTORS; ACCOMPANIED BY 
JOSEPH T. KING, GENERAL COUNSEL 


Mr. Chairman, my name is H. J. Mayer. I am executive vice presi- 
dent of Western Machinery Co. and a partner and general manager of 
Edward R. Bacon Co., with headquarters in San Francisco, Calif. 
The Western Machinery Co. also has establishments in Denver, Colo. ; 

Salt Lake City, Utah; Spokane, Wash.; and Phoenix, Ariz. I am 
also the current president of the Associated Equipment Distributors, 
a national trade association composed of over 800 heav y construction 
equipment retailers. 

I am appearing here today in opposition to the bill, S. 3154, which 
would weaken the present controls over the importation of foreign 
excess property. 
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Sitting beside me is Joseph T. King, the association’s general coun- 
sel. Mr. King is from Washington, D.C., and his office is located at 
1028 Connecticut Avenue NW. 

At the conclusion of my remarks we would like permission for Mr, 
King to comment on some of the legal aspects of the legislation, 

The type of equipment handled by our industry has an average use- 
ful life far in excess of most other types of personal property sold by 
the Government as surplus. The larger items can have a life expect- 
ancy of from 5 to 20 years. For example, cranes and shovels will have 
a life expectancy of from 15 to 20 years, while tractors, under normal 
conditions, have a life expectancy of 5 to 8 years. If, as a result of the 
Government disposal program, the construction equipment market 
becomes saturated, it will remain saturated for a good many years, 
The dumping of construction equipment on the west coast. following 
World War II, and prior to the enactment of the foreign excess 
property law in 1949, depressed the used equipment market for sey- 
eral years and resulted in a serious hardship to the distributors selling 
and renting both new and used equipment. . 

Because of previous misunderstandings as to the nature of our 
business, I feel a clarification on the subject is necessary. Except for 
the types of equipment we sell and the customers we serve, we are no 
different from the farm equipment or automobile retailer who buys, 
stocks, sells, and services the products of the manufacturers he rep- 
resents. Like the farm equipment and automobile retailers, we are 
required to take trade-ins. This puts us in the secondhand equipment 
market. In contracts, however, nearly one-half of our distributors 
are also engaged in the business of renting new and used equipment. 
Even those not in the rental business occasionally rent the equipment 
as a service to their customers. 

Although we equipment dealers have probably suffered as much, if 
not more, than any other single segment of the economy as a result 
of the disposal of Government surplus property, we recognize the 
problem will exist so long as the country is required to maintain 
a strong defense. Our position with the disposal agencies is that they 
spread their sales of construction equipment geographically and avoid 
periodic dumping. Where the disposal agencies have disregarded 
these recommendations it has caused serious problems in the local 
market. In appearances before other committees, we have repeatedly 
taken the position that the long-term solution to this problem lies in 
the control of military procurement and utilization of inventories 
currently in the hands of the military. 

The construction equipment industry’s role in the economy is not 
always fully appreciated. This industry not only must be geared 
under present world conditions to serve a normal economy but also 
must be prepared to meet defense and wartime emergencies practically 
overnight. In a less dramatic way our industry is as essential to the 
defense of the country as those producing military weapons. 

In addition to filling direct military requirements in time of war, 
equipment must be available for related wartime expansions, such as 
construction of new and the enlargement of existing production fa- 
cilities, and the construction of military training bases and housing. 
At the same time the industry must satisfy the construction equip- 
ment requirements of the civilian economy and war-supporting activi- 
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ties which include highways, railroads, utilities, waterways, mining, 
and logging operations. This industry is geared to perform this three- 
fold function in wartime as is evidenced by the fact it currently is 
meeting full civilian and defense demands plus the requirements for 
the national highway program while operating at only 60 percent of 
capacity. ., 

uring World War II, while the manufacturers were producing 
new equipment to meet direct military requirements, the dealers were 
maintaining used equipment and rebuilding old and obsolete machines 
to fill the needs of the civilian economy, war-supporting industries and 
for the expansion and maintenance of utilities. Although this is no 
more than should be expected, this threefold function of the industry 
has an important bearing on the question before the committee. If 
the Government continues to depress the industry through the disposal 
of competitive products, this is bound to result in the reduction of 
present facilities at both the manufacturer and distributor level. Such 
an effect obviously would be detrimental to the overall defense 
program. 

During my experience in the construction oe industry I have 
never seen a competitive situation any worse than it is today. Net 
profits before taxes have been continually shrinking since 1956. The 
association’s cost-of-doing-business survey shows that the average dis- 
tributor’s return on sales before taxes in 1956 was 3.37 percent. In 
1957 it was 2.46 percent. In 1958—admittedly a recession year—it 
was 2.15 percent. The 1959 figures are currently being compiled but 
everything indicates that the situation has not improved. In my own 
company I know the situation was worse. So far in 1960, sales are off 
from the comparable 1959 period. Based on my discussions with other 
distributors around the country, apparently this downward trend in 
sales and profits is industry wide. 

I offer the committee a few pieces of recent sales literature on used 
construction equipment which is further indication of our oversupply 
problem. First, I call your attention to the auction by Forke Bros. at 
Manchester, N.H., which is to be held on June 16, 1960, and the auction 
held by the same company at Boise, Idaho, on April 14 and 15, 1960. 
These are not isolated instances as this organization is continually 
holding auctions in different parts of the country. Your attention is 
also directed to an auction held by Davis Weisz Co. on May 24, 1960, 
at Hemet, Calif. When items like these are thrown on the auction 
block, it clearly indicates a strong buyer’s market. 

I also call attenton to the flyers sent out by the U.S. Truck Sales Co., 
of Cleveland, Ohio, and received by one of our members on March 24, 
1960. Two of the flyers cover unused surplus equipment and the third 
flyer covers both Government surplus equipment and non-Government 
used equipment. 

In addition, I call your attention to the two attached releases of the 
Boston office of the Small Business Administration dated April 22 and 
May 6, 1960. I do not know how often these releases come out, but 
these are only about 2 weeks apart. These releases cover only Govern- 
ment property declared surplus by New England installations in this 
very short period of time. This, as you can appreciate, is only a 
sample of what is being offered by military installations throughout 
the country, : : ; 








84 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


Government surplus is also being donated to State, local, and mu- 
nicipal governments. These were our former customers. The onl 
charges to the State and local governments are the cost of handling 
and tr ansporting this construction equipment. I offer you this clip- 
ping from the Victoria Advocate, March 19, 1960, as a typical exam- 
ple of the type of surplus equipment available, practically without 
cost, to our governmental customers and symptomatic of what our 
indust ry is confronted with as a result of surplus disposal programs, 

From the foregoing it should be evident that the productive ca- 
pacity of the construction equipment industry far exceeds the de- 
mands of the current market; the market is saturated with used 
equipment taken in trade; and domestic generated surplus is present- 
ly more than we can cope with, as evidenced by “Rock and Dirt,” one 
of the many publications advertising used and surplus equipment, 
which is typical of the situation all over the country. Each of these 
factors has contributed to the present depressed economic condition 
in the industry. In the light of these facts you can appreciate why 
we are concerned about the suggestion that more surplus property be 
returned from overseas. This would be “heaping coals on the fire.’ 

During the course of these hearings, others will advance argu- 
ments supporting the relaxation or elimination of present controls 
over the reimportation of foreign excess property for sale on the 
domestic market. Previously the proponents of this legislation have 
ane : 

That there is very little usable surplus property overseas and 
thai the amount disposed of overseas is relatively minor compared 
to that disposed of domestically. 

In the first place, there is so much conflicting information on the 
amount of current or potential surplus property overseas that we 
can only speculate on the actual amount. The only logical approach 
is to project available data and reach some plausible measure of the 
oversea surplus situation as it applies to our industry. 

According to Department of Commerce estimates, the amount of 
oversea surplus held in bond i in U.S. ports as of March 31, 1960, had 
an acquisition value of $8 million. Using the Department of Com- 
merce figures and estimates, apparently 40 percent or $3 million of 
this bonded oversea surplus are items handled by our dealers. 

During the fiscal year 1959, according to the Department of Com- 
merce, importer. s snadiad for permits to ‘bri ing approximately $ 75 mil- 
lion worth of oversea surplus into the United States for sale on the 
domestic market. Applying this ratio, it would mean that $30 mil- 
lion worth of construction equipment could be involved in these 
applications. Admittedly this is at best a very rough analysis of 
our part of the problem. 

The extent to which the applications would increase in the event 
the controls were relaxed is problematical but could reach serious 
proportions. We wish to make it clear we have been talking in 
terms of acquisition value, which is the only figure that can be used 
since values on specific items r ange all over the lot and depend upon 
individual appraisals or values placed on the property for importa- 
tion bond. 

In view of the conflicting evidence on the amount of oversea sur- 
plus we contend the problem is substantially greater than some would 
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lead us to believe. But even if it were not, to argue that a little more 
surplus from overseas will not be damaging when you compare it with 
the quantity that is being disposed of on the domestic market is like 
saying one more drink for the road won’t hurt. 

2. It has also been argued that this cheaply acquired oversea sur- 
plus will not compete direc tly with manufacturers because it is sold in 
a secondhand market, which the manufacturers do not reach. 

This argument disregards the fact that this secondhand market is 
where de alers dispose of the used equipment they acquire as trade-ins 
on new equipment sales. 

3. It has also been argued that there is a real market for this over- 
sea surplus equipment among farmers and other small users who 
have intermittent use for this equipment. 

Obviously, there is a market of intermittent users of secondhand 
equipment. Admittedly there is always a market for anything that 
sells below the going price. This so-called intermittent demand, how- 
ever, is currently met. by the contractors and by companies who rent 
equipment to the so-called do-it-yourself customers. Is it proposed 
that these contractors, renters, and their employees be deprived of 
this livelihood ? 

4. Then it was stated that there are small operators who are unable 
to purchase such equipment, even at the lowest normal prices of 
usable secondhand equipment. 

This argument implies that oversea surplus equipment would be 
sold only “to those unable to purchase om ondhand equipment cur- 
rently offered on the domestic market. I don’t believe any of us are 
so naive as to believe that this equipment would not go to the highest 
bidder regardless of his economic status. Assuming, however, “that 
it might be sold to a person who could not nor mally buy it from 
normal channels, what assurance do we have that he would not in 
turn sell it to another person who would have been a buyer in normal 
channels? The possibilities remind me of the veterans preference 
deals following World War IT. 

. Again, it was said that this equipment will be sold to a persoa 
who i is ‘currently unable to get into the contracting business. 

Even if this could be gu: aranteed, the contractor with the oversea 
surplus equipment or property (if he acquired it cheaper than a com- 
parable product on the domestic market) would have an economic ad- 
vantage over the contractor using equipment purchased on the do- 
mestic market. 

It might be helpful to use an analogy to demonstrate the fallacy of 
this « argument. Let’s assume you do not havea public utility commis- 
sion fixing cabfares here in Washington. Cabdrivers would then base 
their fares on their cost of oper: tion, a a profit. If some cab- 
drivers were able to acquire Government surplus automobiles at ap- 
proximately 25 percent of their acquisition costs, the purchasers of 
these cars would have an economic advantage and would be able to 
establish lower rates. According to this argument, some individuals, 
who could not otherwise buy a new cab, could start up in business and 
anew market would have been created. 

However, with a lower cabfare offered by these new entrepreneurs 
the drivers operating with cabs purchased in commercial channels 
would have to meet these competitive prices. When they did, their 
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operation would become uneconomical and they would fall by the 
wayside. In substance, the creation of a new market would be the 
death knell to the old market. This is a situation where one man’s 
m 7 is another man’s poison. 

It also has been stated that the importation of this property 
a be beneficial to the economy. 

It has been argued that if the U.S. importers could bring this 
oversea surplus back into the United St: ates, they would be in better 
position to bid against foreign purchasers. This argument has little 
merit because ev idence shows that surplus sold overseas brings a re- 
turn of slightly over 7 percent of the acquisition cost, while on the 
domestic market the Government only realizes 5 percent of the ac- 
quisition cost. Another consideration: If the present foreign excess 
property law is weakened, what is to preclude the foreign purchaser 
from becoming an exporter to the United States in competition with 
the U.S. importer? 

7. It has been argued that the reimportation of these products 
would be beneficial to the United States because it would create new 
employment and result in additional income tax. 

he question whether access to lower-priced products is beneficial 
or detrimental to the economy has long engaged the interests of econ- 
omists and politicians. Certainly some people would be better off if 
we eliminated all tariff barriers so the consumer would have the 
advantage of the lowest possible world price on any given commodity. 
Some consumers would benefit while labor and domestic industry 
would be harmed. It is difficult to see that there would be any net 
benefits to either the economy, the Government, or the people as a 
whole. 

8. Finally, it has been stated that there should be no distinction 
between the criterion governing the disposal of domestic and foreign 
excess property. 

This we would agree to, provided there was a legislative mandate 
which protected those industries victimized by the procurement pro- 
grams of the military. Our industry is a case in point. The military, 
justifi ably or unjustifiably, purchases large quantities of construction 
equipment from the manufacturers. This equipment, rightly or 
wrongly, is declared surplus after a period of time. It ends up in 
the hands of the dealers’ normal customers. Carried to the nth de- 
gree, the disposal agencies become the distribution industry. We had 
nothing to do with the sales or procurement policies; vet, in the end 
result, we are the sacrificial lamb of what in my considered opinion 
is an intolerable situation. Whether salesmanship of manufacturers, 
unwise procurement policies of the military, or lack of congressional 
budgeting control, or a combination of two or three of the factors, 
is at the root of the problem, should be determined and corrective 
measures taken. 

Since there is no brake on the disposal of domestic surplus, it would 
only further aggravate the situation to apply the same test to the 
disposal of foreign excess property. Disposal agencies have a policy 
statement which would allegedly prevent any undue impact on in- 
dustry whenever there is a substantial quantity of surplus property 
for disposal. We have yet to see any concern over the problems of 
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our industry in this regard when surplus property is dumped on the 
market. 

I’m sure you will realize that in the limited time available, I have 
only touched on the elements of the surplus program that are of seri- 
ous concern to members of the construction equipment industry. I 
hope we have left no doubt in your minds that the disposal of Govern- 
ment excess property can have—and does have—a serious impact on 
this industry. It follows then that any weakening of present con- 
trols over foreign excess property can only further depress produc- 
tion, sales, and employment in our industry. 

In behalf of Associated Equipment Distributors, I would like to 
express Our sincere appreciation to the committee for inv iting us to 
appear today, and also for your kind indulgence during the time I have 
taken to express our views. With your permission, “T would like to 
have Mr. King comment on some of the legal aspects of the legis- 
lation. 

Senator Grureninc. Mr. Mayer, thank you very much for a very 
comprehensive and excellent statement. I would like to ask you one 
or two questions. 

The industry—your industry—is apparently in a decline; is it not? 

Mr. Mayer. It certainly is, Mr. Chairman. 

Senator Grupntne. And apparently, from your figures and state- 
ment, the decline is being aggravated, getting worse instead of better ? 

Mr. Mayer. According to the figures for the first quarter, within 
our company and from conversations with a number of people in the 
business, I would say this is true. 

Senator GruentnG. That is, the failure to pass this legislation 
would not be a solution to your problem at all, would it? 

Mr. Mayer. We have a problem today but this legislation would 
aggravate the problem. 

“Senator GRUENING. Well, if your profits are down to 2.15 in 1958 
and 1959 profits are going to be lower and 1960 seems to be still w orse, 
then you appear to be heading for bankruptcy. 

Mr. Mayer. A number of distributors have gone bankrupt last year 
and this year 

Senator GrueNnING. You do not think that the powers vested within 
the Department of Commerce, either under the present legislation or 
under the provisions of this proposed act, which gives the Secretary the 
authority to curtail any importations that are injurious to business 
would hurt you? 

Mr. Mayer. I did not quite understand you, Mr. Chairman. 

Senator Gruentne. Do you not think that the present law makes 
it possible to stop this importation sufficiently to prevent an aggrava- 
tion to industry ? 

Mr. Mayer. The law as it now stands is fine from our standpoint. 
We would like to have the law stand just as it is. Wethink the Depart- 
ment of Commerce has done a good job in not allowing certain equip- 
ment to be imported into the United States because of the great supply 
of this very same equipment that is presently in the hands of the 
legitimate dealers in the industry. I say “legitimate dealers.” I mean 
people who have places of business, who have money invested in inven- 
tories and stocks, who have shops, field service and everything else 
that goes to make a going business of this nature. 
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Senator Gruentnc. Have you any suggestions as to what should be 
done, with this surplus property abroad if it is not to be re-imported ¢ 
How would y : dispose of it; or would you just scrap it ? 

Mr. Mayer. I do not think it has to be se rapped. Take for instance 
the difficulty down in Chile. Here is a place where there is going to 
have to be a lot of construction done in a hurry, and I do not see why 
a lot of this equipment could not be given or loaned to the Chilean 
Government. It is a cinch that they do not have the resources to buy 
equipment of this nature that is going to be required. It would seem 
to me that there are other places throughout the world where this 
equipment could be put to good advantage but the countries are not in 
a position to buy it. Businessmen in such countries would not be 
bothered by having this equipment donated, because the people who 
would use it, or the countries themselves, are not in a financial posi- 
tion todi#ty to purchase it. 

Senator GruENING. Have you any ideas as to the surplus disposal 
policies of the Defense Department ! ? Do you think it declares some of 
its supplies surplus too soon # 

Mr. Mayer. I think so. I know they have a policy where, after a 
number of years, a piece of new equipment, whether used or not, is 
obsolete and they feel they should have the latest models. This auto- 
matically creates surplus as the new replacement equipment is pur- 
chased. 

Senator GrueninG. Of course, the more rapidly they declare their 
equipment surplus, the better off your industry is, is it not. 

Mr. Mayer. Well, that may be true, as far as the manufacturers 
are concerned; but I am a dealer myself, and we do not share in that 
business. It hurts us. Ultimately, it hurts the manufacturers and 
their employees. 

Senator Grueninc. Well, we are interested in both aspects of this 
problem, both the policies of declaring what is surplus and the policies 
of the disposal of surplus, and I am wondering whether you have 
some specific suggestions that would go to both aspects of this 
problem. 

You take a stand in opposition to this legislation; you want to 
prevent this surplus from being imported into the U nited States. 
Have you any suggestions; has your organization any suggestions 
as to what should be done to help your industry? ‘We do not like to 
see an important industry like this go into a steady decline, as ap- 
parently yours is. 

Mr. Mayer. Well, I would suggest that the procurement be done 
more carefully and more slowly—lower procurement. And greater 
utilization of the equipment itself after it is purchased by the military 
or other agencies of the Government would help the taxpayers as well 
as the industries that must compete against Government surplus. 

Senator Grueninc. Well, if they were more cautious in their pro- 
curement policies, that would diminish your volume of buisness, would 
it not ? 

Mr. Mayer. No, because we do not see the military. They purchase 
direct from the manufacturer. 

Senator GruENING. Yes. 

Mr. Mayer. I do not think this would hurt the manufacturing in- 
dustry very greatly. I doubt that it would result in any greater 
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loss to them as far as profits are concerned, because a lot of this Gov- 
ernment equipment that is bought is bought on bid, and the manufac- 
turers in order to keep their capacity up in their plants, will take this 
business at very little profit to themselves. 

Senator GrueninG. But you attribute the decline in your business 
toa highly competitive situation; you do not attribute it to any other 
Government policies, do you ? 

Mr. Maver. Well, the decline of our business is due to a number of 
things. Certainly there is a greater supply than there is a demand. 
That is No. 1. No. 2 is the fact that there is so much used equipment 
in the hands of the contractors today that when they purchase new 
equipment they have always got one or two items of ‘used equipment 
that they must trade in; and we distributors seem to be the ones that 
have to fall heir to this equipment. Then, when this equipment is 
resold, oftentimes we get just a small percentage of what we actually 
allowed for the equipment in resale. If we are going to share in any 
volume of business, we are required to overvalue trade-ins. 

As far as cash business is concerned, we are also suffering because 
it is as competitive as the automobile industry. 

Another thing that hurts us is the Government domestic surplus 
sales. A lot of this equipment is falling into the hands of govern- 
mental agencies like the soil conservation districts and people of this 
nature—municipalities, counties who would normally buy either new 
or used equipment from the distributors. But if they are able to get 
this surplus for just the handling and transporting charges, naturally 
they do not provide any market for us. 

Senator GruENING. Well, that is a saving for the taxpayers, though, 
is it not ? 

Mr. Mayer. That is a saving for the taxpayers, provided this equip- 
ment is properly used and not lent by some of these agencies, as it 
has been done in the past. ‘They say: We have the equipment, but 
we have no way to maintain it. So we will lend it to John Doe over 
here, a contractor, and he can use it in exchange for the maintenance 
of it. So this gives John Doe some equipment at practically no cost 
tohim other than maintenance. This has happened a number of times. 

Senator GruEentnc. Well, you are really pointing to certain weak- 
nesses in the free enterprise system, are you not? Is not competition 
supposed to be the life of trade? 

Mr. Mayer. So far as competition is concerned, I think we distribu- 
tors know what competition is. We are working under it. Some of 
us are not doing as well as we would like to do. 

I think the main difficulty is that a good many of us overestimate 
what business to expect. As far as last year and this year are con- 
cerned, we overshot the mark. Business has not been as great as we 
had anticipated. And going into 1960, it is not picking up any. We 
are retailoring our oper rations to live within the available business. 
But having the hard times as we have today, we just do not want to 
face any more burdens by having a lot of additional equipment brought 
in and dropped down in our lap as additional competition to what we 
are trying to do. 

The distributor, particularly in the West—and I am sure the same 
is true in the Middle West and in the East—has ver y large stocks of 
used equipment today, larger stocks than we have ever had before; 
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and it is necessary, of course, that we dispose of these large stocks 
of equipment. 

Senator GruEntna. Well, thank you very much, Mr. Mayer. We 
will be glad to hear from Mr. King. 

The hour is getting late and I was wondering if you w ould sum- 
marize your statement and then submit it in full for inclusion in the 
record. 


STATEMENT OF JOSEPH T. KING, GENERAL COUNSEL, ASSOCIATED 
EQUIPMENT DISTRIBUTORS 


Mr. Krne. I will try to make my remarks as brief as possible, Mr, 
Chairman. 

Previous witnesses have commented on the difference between the 
language adopted by the House, the language of the bill before the 
committee, and the language recommended by the Department of 
Commerce. They are practically all the same, and it is our position 
that none of them are subject to interpretation or administration. In 
net effect, each would, for all practical purposes, nullify the present 
control. 

I think the best way to prove our point if I may take the committee’s 
time, is to refer to what the House committee report says. 

May I quote that ? 

Senator Grugntne. Yes. We have that available. 

Mr. Kine. The statement I am referring to starts on page 7, Report 
No. 1638. I will analyze that statement. 

Senator GRUENING. Go ahead. 

Mr. Kine. Note that the committee makes it clear that it expects 
the Secretary to take into account— 
not only the significance of the importation to the importer and to the industry 
immediately concerned but also the effect on employment and production in 
other industries, including possible beneficial effects to the importers. 

In other words, when an application is received, the Secretary of Com- 
merce must determine the benefits of the particular importation to 
the importer, the customer, the implication being that the customer 
would purchase at a lower price than he could at the retail market; 
and, three, the Federal Government through monetary realization 
resulting from the sale of the surplus for sale on the domestic market. 
(This would apply only where it could be proved that the importer 
would pay more than would be realized on the foreign market.) 
Against these benefits the Secretary must weigh the detrimental effects 
of the importation which could result in (1) loss of production and 
employment in manufacturing industries where surplus competes with 
new products, (2) loss of sales to wholesalers and retailers of new and 
secondhand products, (3) unequal competitive advantages between 
users of nonsurplus products and users of surplus products, and (4) 
Federal, State, and local losses of tax revenue caused by lower oh 
tion and employment. Also, the Secretary of Commerce would be 
required to measure the effect of surplus sales against other industries 
not <lirectly engaged in the sale or manufacture of the commodity. 

If the Secretary is to weigh all the above-mentioned factors and 
then make “prompt determinations on all import applications” and 
deny them “only where there is valid evidence demonstrating that the 
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importation would in fact result in undue loss of production or em- 
ployment,” he would have to be far wiser than Solomon. 

We respect fully submit, Mr. Chairman, that the language of S. 3154 
or the alternate proposal language of the Department of Commerce or 
the language in H.R. 9996 would, for all practical purposes, destroy 
all semblance of control over the disposal of foreign excess property 
on the domestic market. 

Senator GRUENING. Thank you very much, Mr. King. 

Mr. Kine. Thank you, sir. 

(The full text of the statement of Mr. King follows :) 


STATEMENT OF JOSEPH T. KING 


Mr. Chairman, I will try to make my remarks brief, and I only intend to 
comment on some of the legal aspects of the legislation. 

The bill S. 3154 would amend the present criteria used by the Department of 
Agriculture and the Department of Commerce to determine whether they will 
license the importation of foreign excess property for sale on the domestic 
market. Under the present law, such importation is prohibited unless the re- 
spective Secretaries make a determination “that the importation of such prop- 
erty would relieve domestic shortages or otherwise be beneficial to the economy 
of this country.” 

This law was enacted in 1949 to protect production and employment from 
being adversely affected because many of the military items were the same, or 
similar to goods produced and used in a normal economy. Congress wisely de- 
cided that these products should not be brought back to this country unless they 
were needed to relieve a domestic shortage or the importation would otherwise 
be considered to be beneficial to the economy of the country. Although the 
term “otherwise beneficial to the economy of this country” is vague and its 
origin is obscure, I think it is reasonable to conclude that Congress was merely 
leaving the door open in case some situation developed which at the time 
Congress could not anticipate. 

The proposed bill would amend this language ‘to provide that such importations 
would be prohibited only in the event the respective Secretaries make a pre- 
determination “that the importation of such property would be injurious to the 
economy of this country.” While the proposed change in the criteria would not 
constitute a declaration of congressional policy to permit unrestricted importa- 
tion of foreign excess property, the net result under such broad language would 
be the same. 

To prove that the importation of any given quantity of goods would be “in- 
jurious to the economy of this country” would be an impossible task. The 
Secretaries would have to first determine what constitutes an injury to the 
economy of this country and, even if this could be determined, they would then 
have the problem of deciding the degree of the injury resulting from 1, 50, 
100, or 1,000 shipments. I would assume that the term “injury to the economy 
of this country” would have to be interpreted broadly and the fact that it had 
an adverse effect on the segment of the economy, a particular industry, or a 
geographic area would be of little or no consequence. 

The Department of Commerce and the House Committee on Government 
Operations have alternate proposals. The Department of Commerce suggests 
that the language should be “that the importation of such property would not 
have an injurious impact on domestic production or employment in the United 
States.” The House Committee on Government Operations suggests that it 
should read “that the importation of such property would not result in undue 
loss of production or employment in the United States.” 

The only substantial difference between the language suggested by the Depart- 
ment of Commerce and that approved by the House Government Operations 
Committee is the word “undue.” I know of no better way to explain the 
dilemma the respective Secretaries will find themselves in under this language 
than to read an excerpt from the House report (pp. 7, 8, H. Rept. No. 1638, 
86th Cong., 2d sess.) which accompanies the House bill, H.R. 9996: 

“(e) By ‘undue loss of production or employment in the United States’ the 
committee has sought to somewhat liberalize existing law, develop criteria which 
Will be susceptible to some precision, and also give the Secretaries a reasonable 
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discretion in making determinations. The Department of Commerce as well as 
the economic interests involved were agreed that the present criteria of relieving 
domestic shortages or otherwise being beneficial to the economy were very 
difficult to establish and gave very little discretion or flexibility in making 
determinations. The committee wishes to make clear, however, that the Secre- 
taries’ findings should take into account not only the significance of the importa- 
tion to the importer and to the industry immediately concerned, but also other 
industries, including possible beneficial effects of the imports. 

“The committee noted the positions taken by the Bureau of the Budget in 
support of the bill, particularly its statement contained in its report (see 
appendix) : 

“*We would be opposed, however, to any criterion which would be construed 
so that the decision would be based solely upon the interests of a single group 
of producers, distributors, or surplus property dealers without regard for the 
interests of other groups, including the general public and the Government.’ 

“The committee believes the Secretary of Commerce will recognize the ne- 
eessity for making prompt determinations on all import applications and that 
applications will be denied only where there is valid evidence demonstrating 
that the importation would in fact result in undue loss of production or 
employment.” 

Note that the committee makes it clear that it expects the Secretary to take 
into account “not only the significance of the importation to the importer and to 
the industry immediately concerned, but also the effect on employment and 
production in other industries, including possible beneficial effects of the im- 
ports.” In other words, when an application is received, the Secretary of 
Commerce must determine the benefits of the particular importation to (1) the 
importer, (2) the customer (the implication being that the customer would 
purchase at a lower price than he could on the retail market), and (3) the 
Federal Government through monetary realization resulting from the sale of 
the surplus for sale on the domestic market (this would apply only where it 
could be proved that the importer would pay more than would be realized on 
the foreign market). 

Against these benefits, the Secretary must weigh the detrimental effects of the 
importation which could result in (1) loss of production and employment in 
manufacturing industries where surplus competes with new products, (2) loss 
of sales to wholesalers and retailers of new and secondhand products, (8) un- 
equal competitive advantages between users of nonsurplus products and users of 
surplus products, and (4) Federal, State, and loc al losses of tax revenue caused 
by lower production and employment. Also, the Secretary of Commerce would 
be required to measure the effect of surplus sales against other industries not 
directly engaged in the sale or manufacture of the commodity. 

If the Secretary of Commerce is to weigh all the above-mentioned factors and 
then make “prompt determinations on all import applications” and deny them 
“only where there is valid evidence demonstrating that the importation would 
in fact result in undue loss of production or employment,” he would have to be 
far wiser than Solomon. 

We respectfully submit that the language of S. 3154 or the alternate proposed 
language of the Department of Commerce or 3 iamaunde in H.R. 9996 would, 
for all practical purposes, destroy all semblance of control over the disposal of 
foreign excess property on the domestic market. 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


Senator GrRuENING. It is now 10 minutes past 1 o’clock, and I sus- 
pect the witnesses are getting hungry. 

Is there anyone who will not be able to testify this afternoon? If so, 
please indicate. 

If not, then we will resume the hearings at 2:30 and hope to con- 
clude them this afternoon. We will hear from Mr. Leslie V. Dix; Mr. 
Robert C. Moot; Lt. Col. John F. Rey, Chief, Surplus Property Dis- 
posal Branch, Department of Defense; Mr. James A. Garvey, Assist- 
ant Commissioner, Office of Utilization and Sales, GSA; Mr. Chester 
Bb. Lund, Director, Office of Field Administration, Department of 
Health, Education, and Welfare: Mr. Wendell Gray, Chief, Surplus 
Property Utilization Division, HEW; Mr. Manuel Miller, Office of the 
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General Counsel, HEW; and Mr. Walter G. Rhoten, past president, 
of the National Association for State Agencies for Surplus Property. 

And if there is anyone else who wishes to testify, we will be glad to 
hear him. 

We will meet again at 2:30. 

(Whereupon, the committee was adjourned, to reconvene at 2:30 
p.m., the same day.) 


AFTERNOON SESSION 


Senator Grugeninc. The committee will please come to order. 

Is Mr. Leslie V. Dix here? 

Mr. Drx. Present, Mr. Chairman. 

Senator Grugeninc. Would you be kind enough to come up and 
testify ? 

Mr. Dix, you are the Chief of Defense-State Relations, Office of 
Assistant Secretary of Defense for Manpower, Personnel, and Reserve. 
That is a very impressive title. 


STATEMENT OF LESLIE V. DIX, CHIEF OF DEFENSE-STATE RELA- 
TIONS, OFFICE OF ASSISTANT SECRETARY OF DEFENSE (MAN- 
POWER, PERSONNEL, AND RESERVE) 


Mr. Dix. It just represents work, Mr, Chairman, 
Senator GruEeninGa. I am sure it keeps you very busy. 


TESTIMONY ON S. 3489 


Mr. Dix. I am only going to testify, Mr. Chairman, on the Depart- 
ment of Defense-sponsored bill, which your committee has introduced, 
S. 3489. This is our own proposal as distinguished from those bills 
that my colleagues, Mr. Moot and Colonel Rey, will comment on. 

Senator GruENING. Have you a prepared statement? 

Mr. Dix. A very short one, sir, 2ahich amplifies the Department of 
Defense letter we submitted to the committee. 

Mr. Chairman, as you have said, I am Leslie V. Dix, Chief of 
Defense-State Relations in the Office of the Assistant Secretary of 
Defense (Manpower, Personnel, and Reserve). The responsibility 
for the establishment of criteria and the designation of activities of 
special interest to the armed services within the meaning of the Fed- 
eral Surplus Property Act has been delegated to this office by the 
Secretary of Defense since the early part of 1956. I represent the 
Department of Defense in expressing, as requested by this committee, 
the views of the Department with respect to our sponsored bill, 
namely, S. 3489. 

Mr. Chairman, at this point I request permission to insert into the 
record, as part of this testimony on S. 3489, the August 28, 1959, 
report of the Department of Defense which advocates the enactment 
of this legislation. 

Senator GrueNING. It will be done. 

Mr. Dix. Thank you, sir. 

57809—60-——7 
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(The material referred to follows :) 
THE SECRETARY OF DEFENSE, 
Washington, August 28, 1959, 
Hon. RIcHArRD M. NIxoON, 
President of the Senate. 

Dear Mr. PRESIDENT: There is enclosed a draft of proposed legislation to 
amend section 203(j) of the Federal Property and Administrative Services Act 
of 1949, as amended (40 U.S.C. 484(j)), to provide that the Department of 
Defense may allocate surplus property under its control for transfer under 
that act only to educational institutions conducting approved military pro- 
grams. 

The proposal is part of the Department of Defense legislative program for 
1959. It is recommended that this legislation be enacted by the Congress, 


PURPOSE OF LEGISLATION 


The purpose of the proposed legislation is to limit distribution of surplus 
property under the control of the Department of Defense to educational in- 
stitutions conducting military training programs at standards acceptable to 
the Department of Defense and to transfer the responsibility for administering 
the requests of other educational activities now receiving such surplus property 
to the Department of Health, Education, and Welfare. 

Under eriteria developed over the past years within the scope of the present 
statute, the Department of Defense has found certain fine organizations eligible 
to receive surplus property. It is unnecessary to emphasize the worth to this 
country of organizations such as the Boy Scouts, Campfire Girls, and the Boys 
Clubs of America; however, it is believed that determinations with respect 
to the distribution of surplus property to such organizations more properly 
belong within the purview of the Department of Health, Education, and Wel- 
fare. 

On the other hand, the Department of Defense has a direct responsibility for 
military training programs conducted at educational institutions maintaining 
and conducting military programs at standards acceptable to the Secretaries 
of the Army, Navy, and Air Force. The Armed Forces benefit from these pro- 
grams by receiving militarily trained manpower. It is therefore entirely 
reasonable that a direct responsibility for supplying needed surplus property 
to institutions of this nature should be imposed upon the Department of 
Defense. 

Similar reasoning impels the inclusion of the proviso in the bill which would 
preserve the present eligibility of the Civil Air Patrol to receive surplus prop- 
erty under the control of the Department of Defense. 

The Civil Air Patrol maintains a capability to assist both civil and military 
activities during emergency, and during periods when no emergency exists, 
by the voluntary efforts of the Civil Air Patrol senior members who operate 
and maintain light aircraft, mobile support units, and a nationwide radio 
communication network. Therefore, it is the position of the Department of 
Defense that the Civil Air Patrol should continue to receive support of their 
overall program through the donation feature as heretofore. 

The Bureau of the Budget advises that there is no objection to the submission 
of this proposal to the Congress. 

Sincerely yours, 
Neri McE roy. 

Mr. Drx. The bill would amend section 203(j) of the Federal- 
Property and Administrative Services Act of 1949, as amended (40 
U.S.C. 484(j) ), to provide that the Department of Defense may al- 
locate surplus property under its control for transfer under that act 
only to educational institutions conducting approved military train- 
ing programs. , 

We believe that the main thrust of the bill constitutes a proper cir- 
cumscription of the Defense Department’s role in the Federal surplus 
property program; that is to say, it is reasonable to conclude that 
supplying surplus property to educational institutions, as distin- 
guised from organizations, which produce militarily trained man- 
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power is a proper arrangement with a discernible or measurable, 
and we believe therefore justifiable, reciprocal aspect. A similar ra- 
tionale prompts the preservation of the present Department of De- 
fense eligibility allowed the Civil Air Patrol. 

The Bureau of the Budget concurs in our view that transfer of the 
responsibility for donation of surplus property to organizations now 
receiving such distribution from the Defense Department to the De- 

artment of Education and Welfare will be beneficial to the program 
when the following results are considered: (1) The transfer will 
remove a priority in selecting and claiming property for donation 
which is now exercised by organizations such as the Boy Scouts, Girl 
Scouts, etc., over even the most pressing educational, public health, 
and civil-defense needs; (2) the additional delays and costs caused 
by the necessity of allowing separate periods for the various organiza- 
tions to inspect and claim surplus property will be eliminated; (3) 
administration of the storage and allocation procedures by the States 
will be simplified since the property will be canceled through the 
existing State agencies for surplus property; and (4) a cause of 
irritation and complaint by the States will be eliminated. 

Accordingly, as our letter to you on S. 3489 reports, the Bureaw 
of the Budget has no objection to the proposal as submitted to the 
Congress. We hope you will favorably consider the Defense Depart- 
ment’s request as expressed in S. 3489. 

In closing, I wish to thank you, Mr. Chairman, for the opportunity 
of expressing the views of the Department of Defense. 

Senator GruENiNG. This bill would sort of tighten the control of 
the Defense Department over the disposal of surplus, would it not ? 

Mr. Dix. It would place us in a more limited sphere of direct re- 
sponsibility for the disposition of it, sir, in that as the bill contem- 
plates, we would retain only direct responsibility for the allocation 
of property to schools that conduct military training programs under 
standards approved by the Secretaries of the Army, Navy, and Air 
Force. 

Senator GruENING. Well this would really demote certain educa- 
tional institutions, Boy Scouts and Girl Scouts, and put them in a 
lower priority ? 

Mr. Drx. It would transfer the administration of the surplus prop- 
erty programs, to the Department of Health, Education, and Welfare. 
We now feel, in the Department of Defense, that this is not properly 
within the scope of our mission, the national defense, and that these 
organizations should be properly administered by those departments 
contemplated by the Congress when the Surplus Property Act was 
enacted. 

Senator Gruentna. In other words, it is really a transfer of au- 
thority, isn’t it ? 

Mr. Dix. Yes, sir, with respect to the organizations, that is cor- 
rect. 

Senator GruENtNG. Thank you very much, 

Mr. Dix. Mr. Chairman, I would like to say at this time that T have 
examined the prepared statement to be made later by the Department 
of Health, Education, and Welfare, and the Department of Defénse 
would entertain no objection to the technical amendment to S. 3489 
as will be presented by the Department of Health, Education, and 


Welfare. 
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Senator GRUENING. Very good. Let me ask you one question, 
What type of schools would have this priority under this proposed 
bill? Do you favor certain educational institutions as against those 
now getting 

Mr. Drx. No, sir, enactment of S. 3489 would establish no new 
classes of donees as such. Schools which now meet our criteria are 
those which conduct ROTC program at standards acceptable to the 
military department concerned and which apply for surplus prop- 
erty. 

Then, providing the criteria is met, my colleagues here in the Sup- 

ly and Logistics Office negotiate a donative agreement with the school 
or surplus property. 

Senator GruENiNG. I have no further questions. Mr. Shriver has 
a question. 

Mr. Suriver. On page 2 of the bill, a reference is made to the agen- 
cies or organizations that receive this property now. That proviso 
is as follows: 





That any organization established by law of the United States whose object 
is to encourage and foster the development of aviation that was eligible to re. 
ceive surplus property under this paragraph on the day before the date of en- 
actment of this proviso shall continue thereafter to be eligible to receive sur- 
plus property under this paragraph. 

Is that intended to cover the Civil Air Patrol ? 

Mr. Dix. Yes, sir; the Civil Air Patrol only. 

Mr. Suriver. Any other organizations ? 

Mr. Drx. No, sir. 

Mr. Suriver. Thank you, Mr. Dix. 

Senator Gruenine. Thank you very much, Mr. Dix. We appre- 
ciate your comments, 

Now we will turn to Col. John F. Rey, Chief, Surplus Property Dis- 
posal Branch, Department of Defense. 

Have you astatement, Coloney Rey ? 


STATEMENT OF LT. COL. JOHN F. REY, CHIEF, SURPLUS PROPERTY 
DISPOSAL BRANCH, DEPARTMENT OF DEFENSE 


Colonel Rey. No, sir; Ido not have any statement. 
Senator Gruenine. Well then, perhaps we can ask you a few ques- 
tions. 
Colonel Rey. All right, sir. 
Senator Gruentne. Are you prepared to answer almost anything 
we ask you ? 
How much foreign excess property will be disposed of by the De- 
pertains of Defense this year? Have you any idea in round num- 
ers! 
Colonel Rey. Well, I can give you what we have done for 9 months 
thus far this fiscal year. 
Senator GrueninG. That is the 9 months going back to the begin- 
ning of this fiscal year? 
Colonel Rey. That is beginning July 1, 1959, through March 31, 
1960. 
Thus far this fiscal year on foreign excess property we have dis- 
osed of property having an acquisition cost of $637,899,000. That 
is the total disposal. 
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Senator GrurNinG. We can assume that represents roughly about 
three-quarters of what the annual disposal would be. 

Colonel Rey. That is a pretty fair assumption, Senator. At the 

resent we have available for disposal some $578 million in property, 
and based on past experience it will take about 6 to 8 months to move 
all of that property, considering the screening time available that is 
necessary, plus the actual disposal time. So I would say, based on 
what we have available, plus what we have already disposed of, the 
figure will probably be somewhere between $850 million and $900 
million this fiscal year. 

Senator Gruenine. Is that amount likely to increase or decrease ? 

Colonel Rey. I would say that the amount of foreign excess prop- 
erty that will probably generate over the coming years—and this 1s, 
now, total acquisition cost, this includes scrap, salvage, and usable 

roperty—will probably level off somewhere around $800 million to 
900 million. It will probably slightly decrease from what we have 
this year, I would say, next year and the year after, and this is only 
a long-range guess on my part at this point in time. 

Senator Gruenina. That is approximately a level. That is not 
much of an increase or decrease ? 

Colonel Rey. It is a decrease over what our peak was. Our peak 
was reached during fiscal year 1959. 

Senator GruENING. What was it then? 

Colonel Rey. It was about $1.3 billion in round figures, and it has 
reduced somewhat during this fiscal year. I feel there is going to be 
a further slight reduction, and then it will probably level off, unless 
oversea programs change significantly, which I cannot predict. 

Senator Gruentne. Would you tell us how much of this is in the 
form of scrap? 

Colonel Rey. Yes, sir. 

Senator Grugenine. And how much is reusable? 

Colonel Rey. Yes, sir. The usable property portion of what we 
have disposed of is $266 million. And if that is projected, our usable 
uery probably will run somewhere around $355-360 million this 

scal year. 

Senator Grugntne. So less than half is usable ? 

Colonel Rey. Yes, sir. 

Senator GruENinG. The majority is reduced to scrap. 

Colonel Rey. This is the total disposal, Senator. This includes 
transfers to Federal agencies, transfers to the military assistance pro- 
gram. There is very little actually donated here in overseas, and then 
the residue is what has actually beet sold. And that is running ap- 
proximately 50-50. 

Senator GrueninG. That includes what you dispose of in all ways, 
including donable property ? 

Colonel Rey. Yes, sir. 

Senator GrueninG. That is everything? 

Colonel Rey. The figure I gave you initially, the $637 million, in- 
cludes all forms of disposition. 

Senator Gruenrnc. I mean, approximately then a total of $850 
million a year. Have you any idea how much of this is likely to be 
bought for importation in the States ? 

olonel Rey. Well at the present time very little is being purchased 
for importation in the United States. 
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Senator Gruentne. Do you think that is due to the restrictions of 
the Department of Commerce ? 

Colonel Rey. There was a decline starting in 1958 because of 
change in regulations by the Department of Commerce, and there has 
been a decline in the amount of property that has been sold to Amer- 
ican buyers versus that which had been sold in prior years. 

Senator Gruentne. Well, then, it is really due to Government pol- 
icies that a smaller amount is now being imported into the U nited 
States; is that correct? It is not through any lack of demand; it is 
due to restriction on the part of the Department of Commerce? 

Colonel Rey. I would say that is one of the factors; yes, sir. 

Senator GrueninG. You think that is one of the factors. How 
does the foreign surplus compare with what you sell at home 
domestically ? 

Colonel Rey. The volume? 

Senator GRuUENING. Yes. 

Colonel Rey. Well, our volume of usable property, domestic, that 
we have sold thus far this fiscal year is $1,353 million. 

Senator Grugnine. $1,350 million ? 

Colonel Rry. As compared to the $266 million of the foreign ex- 
cess. Now, this again is for the first 9 months. 

Senator Grurntnc. This is 9 months? 

Colonel Rey. Of fiscal year 1960. 

Senator Gruentnea. So we can project it to a full year by merely 
adding one-fourth, approximately ? 

Colonel Rey. I would say a little better than that because we have 
here, again, had a little increase in our amount that is available, our 
excess generations during the prior 3-month period, and we have an 
inventory of surplus and excess on hand here of $3,533 million at the 
present time. That is the total inventory. 

Senator GrueNninG. Well, now, with the decrease in the importa- 
tions to the United States, what becomes of this surplus, where does 


it 

Eeionel Rey. Well, we dispose of our surplus by sale, Senator. In 
the Far East and in Europe we have approximately 2,000 bidders on 
each list who purchase property. These are the oversea buyers. 
There are, in addition, a small number of American buyers that are 
buying our property. 

Now this property is offered competitively overseas, the same as it 
is offered here in the United States, and it goes to the high bidder be 
he American or from one of the foreign countries. 

Senator GruEninG. Well, then, presumably the greater portion of it 
stays abroad, goes to foreign countries ? 

Colonel Rey. Yes, sir. 

Senator GruEentnc. It is not coming into United States? 

Colonel Rey. As I said, before the Department of Commerce 
changed their regulations, over 90 percent of the property that we were 
selling was for importation into the economy of the countries where 
the property was located. 

Senator GRUENING. Does it go to Government mostly ? 

C olonel Rry. We do sell some property on a direct government-to- 
government basis; yes, sir. In each of these countries in which we 
sell our foreign excess, we have either formal or informal agreement 
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with the governments—with the host governments where we have our 
troops sti ationed. In many of these agreements the host government 
is given the first right to purchase our property, and we negotiate a 
sale with those governments. 

Senator GruENING. Well, now when you negotiate a sale, then 
there is no bidding ? 

Colonel Rry. There is no bidding except that the U.S. Government 
retains the right to get a fair price for the property. 

Senator GRUENING. On the property that is not reduced to scrap, 
that is usable, about what percentage of the original cost do you get 
back ¢ 

Colonel Rey. It has been running around 7 percent on our foreign 
excess disposal, Senator. 

Senator GRUENING. It seems a rather small return, doesn’t it ? 

Colonel Rey. Well, I put no value on an across-the-board figure. 
We are dealing with’ many different types of property, different con- 
ditions of property. For some property we are getting as high as 50 
percent on an item, and others we are getting 1 percent. For some we 
get just above the scrap value. 

Senator Gruenine. If the average is as little as 7 percent, there 
must be some of it that is practic ally given away. 

Colonel Rey. For some we are getting little more than the scrap 

value because of no demand; yes, sir. 

Senator GRUENING. If you say some sell as high as 50 percent 

Colonel Rey. Some does; yes, sir. 

Senator GruENING (continuing). And the average is 7 percent, 
there must be a lot given away for a song? 

Colonel Rey. Some of it is in very bad condition, poor condition, 
that we get a low return on, or property for which there is very little 
demand. 

Senator GRUENING. But some of it is new, isn’t it ? 

Colonel Rey. Some of it is new; yes, sir. 

Senator GruENING. What do you get for that? 

Colonel Rey. It depends on what ‘the item is and what the demand 
for the item is, sir. 

Senator GruENING. Could you give us for the record, not right now, 
but could you supply for the record some sample figures as to w hat 
shoes or clothing or radios, automobiles or tracks sell for ? 

Colonel Rey. I certainly can, sir. 

Senator GRUENING. We would like to get a sampling of those things 
which are new, and find out what the treasury gets back. 

Now of course there is no proper way of estimating things that have 
been used because it is difficult to know what the condition it. How- 
ever, we would find the information very valuable, if you are giving 
away things that are just declared surplus because they are obsolete 
or because y you have gone to different models. 

Colonel Rey. There are some of those items being disposed of, and 
I will attempt to get what figures I can for you on that. 

Senator GrurNinG. That would be v ery helpful, if you can do that. 
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Item Total acqui- Proceeds Percent re 
sition cost turn 
Shoes: 
Boot SV, combat, russet..................-. Siena neil ceed $1, 181. 10 $539. 87 45.5 
Se MS ink otk cbdacgadsdedvasdadbboedenisneche ses 12. 40 4. 97 40.1 
Clothing: | | 
SGD, CEE, SUMO, «2 nn necqndonsescdéounnteesnee 274. 60 | 53. 65 19.5 
MNES SOREN hick h Ge ssbb etn ddddsskbadsncdibesishind 303. 50 | 58. 22 19.2 
Shirt: 
Man’s cotton poere-- (eae Dene eicanamensessose af 248. 7: 86. 16 34.6 
PR ONTO REE css cpecnenhscopspe-qerarseea~ yess 581.15 236. 98 40.8 
NE WINNIE Beno duttaccodencaandusccaecesans ; 393. 10 163. 45 41.6 
Coat, man, wind resistant... ........-.-------------------| 404. 60 153. 69 38.0 
Es i St a pes 18.00 | 1, 80 10.0 
Frame SV Reasdcdetkest i ientilabedeb dade pil ti eS desk 2, 415. 00 42. 87 1.8 
Undershirt, cotton summer OD__._...----------------- . 43.00 | 22. 89 | 53.2 
Cap, garrison, cotton khaki-_..-.-......- Suse wenden s eee ee 416. 85 4. 50 | 11 
Cover, service cap, khaki. _...........--.-..-. iS 6) tea Sul 227. 30 17. 82 | 7.8 
PL TOE COE. Sana cecacktonacedacheucdctsaneance 117. 30 19. 38 | 16.5 
he a eines caine 7, 265.00 | 10. 09 0.1 
Handkerchief, SS qiadiaaae naaind : 404. 25 | 110. 25 | 27.3 
Necktie, men’s, khaki. --.-...-- 5 etidibusteaataseekcs | 207. 20 | 11. 60 | 5.6 
Shirt, man’s ae dal Lit ccobienen | 19.00 | 3. 20 16.8 
Cap, garrison, tropical weorsted.........« Se NER Et pt nenreie fd Sod 1.00 | 0.13 | 13.0 
Overcoat, man’s wool dl acdacibeadbbbinbabbbpubibde« de | 25. 00 | 15. 86 | 63.4 
Coat, man’s oxford_._.......-- neal eeue ed area aduas 2, 241. 00 588. 00 26.2 
RNC he hg ce ee ea ke eee 180. 00 | 183.00 | 101.7 
CANAL ZONE 
ID si ndininrpinitindaedniecdammeMhkte aed dtlek elas | $2, 271. 00 $1, 356. 00 | 50.7 
Clothing: | 
MOU theless hii Ladd i lida chbbiddastubckdwnbbbedd 32.00 | 3.00 | 9.4 
RE RE Siete SE SO EE ES Aa Ree 14. 25 | 1.00 7.0 
MM 23 3c tok) tee) ot at kw coded kero ot. 5. 10 | 42 | 8.2 
ee rd ais 3, 778. 00 | 108. 00 | 2.9 
Re cd ha ae et | 2.205: 00 | 21.25 | 10 
Rs ctinces baninnpiin D-chdncnnhkiribns bbkbileaih see ehehdsse 132. 00 | 99. 99 | 75.8 
EN 66 aonb chinieencangnkndn ahh howdkbimopieapeee 30. 75 22. 50 73.2 
REESE eee vadebetinbeseceskad ak | 6.75 | 3. 78 55.6 
Me RicnbaUiidenpankkenndade dake’ ee eee 9.00 | -10 | 1.1 
PE cceeecnscien di pakeunntintndwmee tt cael anbawawinanen | 110. 88 | 72.00 | 64.9 
POOUONB Sg cadets ce wapecl einddbandbcdebbibeddsiaddoenld | 160.00 | 10. 00 | 6.3 
EUROPEAN ARE 
SEE en Mt eel TANS lec nt tte ta See | guaz,1a7 | $47, 234 32.1 
MIN... cn tat ASE ia Soca Bed tilde beveddssteuad 583, 625 | 50, 841 | 8.7 
' 
JAPAN 
Overshoes, combat Dits GROOMOOR s 5 5 ca cic cs saws-cemssoeus | $13, 847 | $591 4.3 
Men’s and women’s dress shoes and overshoes. Se ie Tees. f 6, 430 244 3.8 
Men’s dress and combat shoes. ..__. {Gitsi.wkt 8, 524 736 8.6 
Men’s and women’s dress and combat shoes ..___- ail 7, 525 1, 069 14.2 
Overcoats and parkas with liner__._....-.-..-- 195, 504 | 21, 202 | 10.8 
Men’s wool coats and overcoats. .....-- -| 22, 885 10, 583 46.2 
Men’s and women’s raincoats, cotton shirts and trousers, win- 

RON hi ns ctuncntebienl Siea 5 | 32,771 | 3, 616 11.0 
Men’s caps, coats, overalls, cotton shirts, and trousers. ______-| 18, 702 3, 655 | 19.5 
Men’s eaps, socks, hoods, parkas, parka liners, cotton and wool 25, 205 | 3, 212 12.7 
Men’s shirts, trousers, undershirts, field caps, mittens, over- 

coats, ponchos, caps. | 45,441 | 6, 397 | 14.1 
Men’s overcoat liners, cotton elothing, drawers, undershirts, | | { 

neckties, suspenders. - - : ee ~~ 18, 272 2, 562 | 14.0 
Men’s pile jackets and parka liners... ___- | 247, 180 | 17, 197 7.0 
Miscellaneous women’s clothing, including sc: arves, raincoats | } 

and stockings_...........---- Se ates teat ETT 4, 833 29.2 


1,413 | 





1 No known sales of unused radios, automobiles, or trucks were held in oversea areas during fiscal year 
1959. 
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OKINAWA 
a 
Item Total acqui- Proceeds | Percent re- 
| sition cost turn 
——_——————— —__—_—|— =i 
| 

EE csiaalspiehins iad ndnle isiete oF L | $3. 00 $1.00 33.3 

CRRA RNR nGdeelaxaeadenaa biictenk’ 5. 90 1. 25 Lt 
Saal tea uh oso tn cca A sao ia ape ge tg eae ae 6. 70 1. 25 18. 

notte heacierae Eehas ses phxcpebebaes 3.15 75 23.8 
Pi nkenatecedsbdedinnanedgticanadcmeseecehaagns gamatnns 13. 40 1. 25 | 9.3 
Trousers-------------------- av thannn ccedbbehockwabebdaoneaedel 4.35 75 17.2 
I wing cescndccepnysonciaenitenscanacns eneee aes . 60 - 06 10.0 
ee Lac lonme 5 asin Gerodseture-oee a ses c ee eeel 5. 55 . 75 | 13.5 
EE Senha 4s ninheaxdéosdsb sepa hittwe>daduaaneebeereaal 1. 45 10 6.9 
DE inienabasvccacacna : ash Seal cdi nis Sabie e reas 5. 00 1. 20 24.0 
RE ic bitiddididddnwadetak ss <cdaccandsidadinhseanhnutbtbes . 83 .10 12.0 
SS ee : a thnsete tenia Aaa 1.05 - 20 19.0 
Ol SS eisai os Kd gendadudenwadewn eaten . 45 -10 22.2 
ee “ ca bat a Seihdadegel 1.05 .05 4.8 
Ri dirs ic Senceaiencea ns ae peace ap mins oe emma 2.75 . 20 7.3 
SE i xndpcunuannyseadasuunbesatel hdbdiich lo wihecniebitienas 14. 00 1.25 8.9 
SG. <ccidicceunvaceintshaeddbisendtnenesstaaceas eet 1, 60 15 9.4 
rere éincactatasti iadcdcdanannde niece mien 3.05 . 60 19.7 
ist ah aches Ging wnthn dein gacebueedransneasedekadat 24. 50 1. 50 6.1 











Senator GruENING. Have you studied the provisions of S. 3154? 

Colonel Rey. Yes, sir; Iam familiar with that. 

Senator GruENING. That is the bill that is supported by the im- 
porters of surplus property and opposed by certain manufacturers 
and distributors here. What is your opinion ¢ 

Colonel Rey. The Department of Defense has no objection, opin- 
jon, on any one of the three versions that have been presented. 

Senator GruEentnG. No opposition ? 

Colonel Rey. That is right, sir. 

Senator GruENING. What do you think the effect on the construc- 
tion industry in the United States would be with the passage of 
S. 3154? The manufacturers are opposed to it. They say conditions 
are not good now, that their profits are decreasing, and that further 
importations will aggravate their presently not too good a situation. 
Have you any opinion on that? 

Colonel Rey. Well, I will give you some factual information based 
on a study that was conducted by the Department of Defense, Sen- 
ator. I do not feel qualified to say what effect our disposals might 
have. We look to the Department of Commerce for guidance on our 
domestic disposals in those cases where we might have market im- 
pact implications. 

However, during fiscal year 1959 we did make a study in the De- 
partment of Defense to see just how much construction equipment 
was being disposed of by sale. It covered 9 months of fiscal year 
1959. During that period we were disposing of, by sale, approxi- 
mately $1 million per month, at acquisition cost, of construction 
equipment. So I would say that our rate of disposal, domestically, 
of construction equipment is running somewhere around $12 million 
at acquisition cost per year. Now what effect that has on the over- 
all of the economy of an industry that is doing a $1.7 billion busi- 
ness, I do not know. As I say, 1 would look to the Department of 
Commerce for guidance. The Department of Commerce in this par- 
ticular instance did not see fit to advise the Department of Defense 
to slow down its disposal program for these particular commodities. 

Senator GruENING. Well, you feel that is a sphere that belongs to 
the Department of Commerce and not the Department of Defense? 
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Colonel Rey. The final decision on the disposal rests with the See- 
retary of Defense. However, the Secretary of Defense, by agree- 
ment with the Department of Commerce, ‘has entered into an in- 
formal agreement whereby we do seek the advice and guidance of the 
Department of Commerce relative to the market impact implications 
of our disposals. 

Senator Gruenine. Now, in this disposal of property abroad, what 
precautions do you take to see that it does not go behind the Iron 
Curtain, to some of these countries with which we do not trade? 

Colonel Rey. We have developed, in conjunction with the Depart- 
ment of State and the Department of Commerce, very complete and 
extensive security trade controls. 

Senator GrueninG. Do you feel they are airtight? 

Colonel Rey. I would not say anything is airtight, but I would 
say it is as airtight as we have been able to make it. 

Senator Gruenrnec. Because we hear various reports that some of 
it does find its way from the governments to which it sold to a govern- 
ment behind the Iron Curtain by process of resale. Do you have any 
knowledge of that 4 

Colonel Rey. Senator, all I can say is that we are attempting to 
minimize any diversions of this property to the maximum extent 
feasible. We have worked this system out at great length, and it 
has taken a long time to put the system we now have in effect, and 
all the reports 1 get back are that it is working very satisfactorily. 

Senator GrugeninG. How much of this excess property sold abroad 
would be usable by health, education, and civil defense agencies in 
the United States? 

Colonel Rey. Well, Senator, there, again, I might mention—maybe 
I misinterpret what you are saying. Do you say how much of what 
we are disposing of overseas would ‘be useful in the United States? 

Senator GRUENING. Yes. 

Colonel Rey. Well many of the types of property that we are dis- 
posing of are similar to what we are disposing of in this country. 
However, the cost factor of bringing this property back to the United 
States may be a deterrent to its utilization. 

Senator Grurentne. When you ship this property back to the 
United States, is it shipped in American bottoms? 

Colonel Rey. We are not shipping to the United States 

Senator Gruenine. But when it is shipped back, is it shipped in 
American bottoms or shipped in foreign bottoms ? 

Colonel Rey. I am not qualified to answer that question, Senator. 

Senator Grugentine. Occasionally we read reports in the press about 
the destruction of surplus property abroad. Have you any figures 
on that, or any information on the subject? W hether any of this 
property is unused ? 

Colonel Rey. Senator, thus far this fiscal year we have abandoned 
or destroyed property having an acquisition cost of $6,422,000. 

Senator Gruentnc. What kind of property is that ? 

Colonel Rey. Well one good example of the type of property I 
know that was abandoned is where we had some ammunition that was 
dangerous in Morocco and it was sea dumped. We have had some 
toxic gases that are in cylinders that have become leaky, and have 
been dangerous, and they have been either destroyed or sea dumped. 
That is the type. 
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Senator GruENiNG. In other words, it is the kind of property that 
would not be useful to anyone else ? 

Colonel Rey. Yes, sir. This is the type that is normally aes 

Now as far as abandoning, there are a few isolated are and 
Thule, Greenland, is one—and some remote stations up in ovthaldn 
Canada, where property having no economical value has been aban- 
doned. There are policies out which prescribe the conditions under 
which such property may be abandoned. But that is property nor- 
mally that we cannot give away or that no one will buy. 

Senator Grueninc. What would you abandon in Thule, for in- 
st ance? What sort of thing? Would they be quonset huts? 

Colonel Rey. It might be some old metal, for example. Scrap 
metal would be one type of property that may not be economic to ship 
back to a place that could use it. That is the type of thing that might 
be abandoned in a place like Thule. 

Senator GrugeNinG. That does not amount to very much, does it? 

Colonel Rey. No, sir. Worldwide it only amounts to $6 million 
worth—at ac quisition cost—of property. 

Senator GruENinc. Would you be kind enough to submit for the 
record those figures that I asked you about, showing the different 
types of property that you dispose of, and about what you get for it? 

Colonel Rey. I will get them for you. 

Senator GrventNc. We are interested in new property. I doubt 
whether we can get any fair approximation of the value of used 
property hecahia, obviously, it depends upon how much it has been 
used. But there is a good deal of disposable property that is new, 
that has not been used because of change of policy, or one thing or 
another, and those are the figures we w ould like to get. 

Colonel Ry. We will have to get that from the oversea commands. 
I will get that for you, Senator. 

Colonel Rey. Yes, sir. 

Senator GrueNtnG. Under what circumstances? 

Colonel Rey. We hold auction sales when we have sufficient quanti- 
ties of property generated of a wide commercial nature. 

Senator GruenInG. Where have you held some of these auctions? 

Colonel Rey. We have held—during fiscal year 1959 there were 
61 auction sales held within the Department of Defense. 

Senator Grurntnc. How many of those were held overseas? 

Colonel Rey. There have not been too many overseas, Senator. I 
would not know the exact figure, but I would say it is probably 
somewhere less than five. 

Senator Gruentne. Would you be kind enough to supply for the 
committee a list of those auctions, the amount of property that was 
sold, what was realized from it, and what its original value was and 
to whom it was sold? I think that is a fairly large order 

Colonel Rey. To whom they were sold? For each item? 

Senator GrueNnING. I mean in what countries. 

Colonel Rey. Oh, in which countries they were sold. Yes, sir. 

Senator Grurntne. I think that is all. 
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(The information referred to follows :) 


OverseA AvcTIONS Fiscat YEAR 1959 


Number of sales held, 1. 

Date: May 12 and 13, 1959. 

Location: Elmendorf Air Force Base, Alaska.” 

Four hundred and ninety-five lots involving aircraft accessories, automotive 
vehicles and equipment, trailers and heavy construction equipment. 

Acquisition cost, $1,985,100. 

Proceeds, $370,790. 

Return, 18.6 percent. 

Three hundred and forty-five bidders—80 percent from Alaska. 

Two subsequent auction sales were held in Alaska during fiscal year 1960. 


1 Alaska was considered an oversea area during fiscal year 1959. 


Senator Gruenine. We are going to hold the record open for a few 
days so all of this material can be brought in. We will hold it open 
for a week. 

Thank you, Colonel Rey. 

Is Mr. James A. Garvey, Assistant Commissioner, Office of Utiliza- 
tion and Sales, GSA, here ? 

I take it you are here to just answer questions ? 

Mr. Bean. Yes, sir. 


STATEMENT OF JAMES A. GARVEY, ASSISTANT COMMISSIONER, 
OFFICE OF UTILIZATION AND SALES, GENERAL SERVICES AD- 
MINISTRATION; ACCOMPANIED BY C. D. BEAN, COMMISSIONER, 
FEDERAL SUPPLY SERVICE, GSA 


Senator GrureninG. Have you any opinion on these bills that are 
before us, H.R. 9996 and the corresponding Senate bill? 

Mr. Bean. We have no objection, sir. 

Senator GruENING. How about 8. 3154? 

Mr. Bean. We have no objection, sir. 

Senator Gruenine. What about S. 2725 introduced by Mr. Hum- 
phrey, to amend the Federal Property and Administrative Services 
Act of 1949 to permit the donation of foreign excess property for 
educational and health purposes in certain cases? 

Mr. Garvey. With respect to S. 2725, Mr. Chairman, the only com- 
ment the General Services Administration made was that we were 
not in a position to comment on the foreign policy aspect involved in 
the objective and the legislative provisions of that bill, but beyond 
this we interpose no objection to the amendment. 

Senator Grurntne. Would that also be true of S. 2732 introduced 
by Senator Hart and Senator Bartlett with respect to the donation of 
foreign excess property to medical institutions, hospitals, clinics, 
health institutes, schools, colleges, and universities ? 

Mr. Garvey. With respect to S. 2732, there were two suggestions 
from the General Services Administration, the first to the effect that 
we believe the act should state that the utilization of this property 
for Federal Government purposes overseas should be stated as having 
priority over the donation of the property. Our second point was that 
we felt that the giving of preference to some American supported, 
indirectly or directly founded, or sponsored organizations would cause 
some complications in administration. Such criteria is hard to inter- 
pret, and administering such a program overseas is difficult. 
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As a matter of fact, with respect to both S. 2725 and S. 2732, Mr. 
Chairman, GSA has no functional responsibility. We do a job similar 
to this in the United States, and we offer these suggestions simply 
from our Own experience here as opposed to any responsibility over- 
seas. 

Senator GrueNniING. How about the bill which the Defense Depart- 
ment wants, S. 3489, to provide that the Department of Defense may 
allocate surplus property under its control for transfer under that act 
only to educational institutions conducting approved military train- 
ing programs ¢ 

Mr. Garvey. It was our feeling that this would improve the admin- 
istration of the act. Under present circumstances we have two sepa- 
rate donable groups, the service educational activities, which is under 
the general administration of the Department of Defense, and the 
schools, the hospitals and civil defense which are administered 
through the Department of Health, Education, and Welfare. With 
respect to the former, there is always a priority of choice, and this 
does not make for an equitable distribution of property on the basis 
of need. This legislation would correct much of the priority situ- 
ation and would put this whole program into an organizational ar- 
rangement that we think would be more workable. 

Senator Gruenine. How about S. 3493 to amend the Federal Prop- 
erty and Administrative Services Act of 1949, as amended, so as to 
authorize the use of surplus personal property by State distribution 
agencies, and for other purposes ? 

Mr. Garvey. The General Services Administration is in accord with 
this proposed legislation, too, Senator. It is our feeling that this 
will make whole a practice that is important to the State Agencies 
for surplus property. Each one of them needs to use certain of sur- 
plus property from time to time to administer and carry out is own 
program. Under the present circumstances we have to go through a 
technical documentary procedure in order to do this, and this legisla- 
tion will permit this to be done as a direct action and we think justi- 
fiably so. 

Senator GrueninG. Then we have S. 2605, introduced by Senator 
Bush to amend section 203(f) of the Federal Property and Adminis- 
trative Services Act of 1949 to permit the donation of surplus prop- 
erty to certain civilian youth organizations? 

Mr. Garvey. The General Services Administration, Mr. Chairman, 
is opposed to the enactment of this bill on the basis that it once again 
opens up the donation program to the possibility of further additions 
to the eligible donees. We feel that the present donation program is 
adequate and should take the property which is available. 

Senator Gruenine. What is your feeling on S. 3288, introduced by 
Senator Magnuson, to amend the Federal Property and Administra- 
tive Services Act of 1949 to permit the disposal of certain surplus 
property to State fishery agencies ? 

Mr. Garvey. We took the same position on that proposal as we did 
with respect to S. 2605, it being our feeling that the present program 
was sufficient. 

Senator Gruentina. I think that covers the bill before us. Thank 
you for being here. 

Mr. Garvey. Thank you. 
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Senator GRUENING. Will you stay a little while in case we need 
you ¢ 

Mr. Garvey. Yes, sir. 

Senator Gru~ninG. Mr. Chester B. Lund, Director, Office of Field 
Administration, Department of Health, Education, and Welfare, 

Who is with you, Mr. Lund? 

Mr. Lunp. I have Mr. Gray, director of our surplus property utili- 
zation program from the Department and Mr. Hiller of the General 
Counsel’s Office. 

If it is your pleasure, Mr. Chairman, I do have a brief statement 
here that I would like to have introduced into the record and I would 
attempt to summarize a portion of it here and read a small portion 
of it. 

Senator Gruenine. Do you have copies of it for us? 

Mr. Lunp. Yes, sir. 

Senator GRUENING. That is a very modest statement in length. I 
would be very happy to have you read it. 


STATEMENT OF CHESTER B. LUND, DIRECTOR, OFFICE OF FIELD 
ADMINISTRATION, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE; ACCOMPANIED BY WENDELL GRAY, CHIEF, SURPLUS 
PROPERTY UTILIZATION DIVISION, HEW; AND MANUEL HILLER, 
OFFICE OF GENERAL COUNSEL, HEW 


Mr. Lunp. This opportunity to present the views of the Department 
of Health, Education, and Welfare on the seven bills under considera- 
tion by the subcommittee is ver y much appreciated. 

Senate bills 2725 and 2732 would authorize the donation of foreign 
excess property for health and educational purposes in other coun- 
tries. Because of the demonstrated benefits of the donation program 
to health and educational institutions in the United States, we are 
sympathetic to the purposes of these proposals. Since the Department 
is not responsible for programs of this type outside the United States 
and its possessions, however, we defer to the views of the responsible 
agencies with respect to the policy issues involyed. In our comments 
on these bills which we now have under preparation and in clearance 
we have suggested some technical provisions which are based upon 
our experience in administering the domestic program. 

Senate bill 3154 relates to the importation of foreign excess into the 
United States. This is a matter outside the purview of the Depart- 
ment, and our comments were not solicited. 

Senate bill 3489 would restrict the donation program administered 
by the Department of Defense to educational institutions conducting 
military training programs which are approved by the Secretary of 
the Army, Navy, or Air Force. Other organizations previously hav- 
ing been designated as “educational activities of special interest to 
the Secretary of Defense” would be transferred to the jurisdiction 
of the Secretary of Health, Education, and Welfare, and would be 
served in the same manner as, and on a basis of equity with, health, 
education, and civil defense donees. The Department of Defense 
would also continue to administer the program of donations to the 
Civil Air Patrol. The Department would not object to the enactment 
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of this bill, and it would be feasible for the groups transferred to be 
served through the program which we administer. The Department 
does wish to recommend the following technical amendment : 

Insert, after the comma on page 3, line 2, of the bill, the words 
“under a designation effective on the day,” so that clause (C) would 
read : 

(C) Any other tax-supported or nonprofit activity which, under a designa- 
tion effective on the day before the date of enactment of this clause, was 
eligible to receive property under paragraph (2) but which is not eligible to 
receive property under that paragraph after that date. 

The period on page 3, line 6, should follow the quotation marks. 

The reason for this recommendation is to make clear that an organ- 
ization, in order to be transferred from the priority program to our 
program, must have been actually a designated activity—under a 
donation agreement—on the day before enactment of the bill. Other- 
wise, in addition to the four national organizations mentioned in the 
Defense Department’s submission of the proposal to Congress, other 
youth organizations might assume that by analogy they were, as a 
matter of law, “eligible” * under paragraph (2) prior to the enactment 
of the bill and are therefore eligible under paragraph (3) upon enact- 
ment of the “4 

Senate bill 3493 is a proposal submitted by our Department and 
its purpose is s "f acilitate the oper ation of the surplus property do- 
nation program. ‘This amendment would make it clear that a State 
surplus property agency may be authorized, under the terms of a 
cooperative agreement, to use donable surplus personal property for 
its own administrative needs in carrying out the prograin of distrib- 
uting surplus property to eligible donees. The proposed bill would 
also “permit the transfer of Tegal title to vehicles or other special 
types of property thus made available to the State agency, upon a 
determination of the Administrator of General Services that such 
action is necessary to, or would facilitate, the effective use of the 
property. ‘The use of donable property by the State agency in lieu 
of property that would otherwise have to be purchased, acts to reduce 
the charges assessed against donee institutions in order to cover the 
costs of care and handling. The vesting of title to vehicles in the 
State agency, enables the agency to comply with State motor vehicle 
registration laws, and avoids the possibility of any tort claim against 
the United States arising from the use of such vehicles. This pro- 
posal has the concurrence of the General Services Administration 
and has been cleared by the Bureau of the Budget. 

Two additional bills before the subcommittee propose to extend eli- 
gibility for donations of surplus property to new groups: 8S. 2605 pro- 
vides for donations to certain youth organizations, and S. 3288 pro- 
vides for donations to State fisheries agencies. The Department is 
submitting reports on both of these bills. Except for the Depart- 
ment’s support of S. 155, which the Senate approved in the last. session, 
the Department has been opposed to esti idiene new groups of 
eligibles on the following grounds: 

1. The amounts of usable surplus property becoming available are 
a now sufficient to meet the needs of the presently eligible groups. 

2. No sound purpose would thus be served by creating additional 
competition for the available supply of property, and thereby also 
greatly complicating administration of the program. 
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3. Because of the worthy purposes served by all groups seeking 
eligibility, it would be most difficult to open the program to any new 
group without admitting many others. 

Thank you. 

Senator Gruentne. Thank you very much. I think that covers it 
pretty well. 

Our next witness is Mr. Walter G. Rhoten, past president, National 
Association of State Agencies for Surplus Property. 

Mr. Rhoten, you have a very lengthy statement here. Could you 
summarize it? 

Mr. Ruoren. I think so, Senator. 


STATEMENT OF WALTER G. RHOTEN, PAST PRESIDENT, NATIONAL 
ASSOCIATION OF STATE AGENCIES FOR SURPLUS PROPERTY, 
COLUMBUS, OHIO 


Mr. Ruoren. My name is Walter G. Rhoten. I am here to testify 
on behalf of the National Association of State Agencies for Surplus 
Property which is comprised of the 50 States, the District of Columbia, 
Puerto Rico, and the Virgin Islands. This association came into being 
on the 6th of October 1947. 

President Barry of our association has requested that I represent 
him and the association. He was unable to be here due to conditions 
beyond his control. 

resident Barry testified before this special subcommittee of the 
Committee on Government Operations, U.S. Senate, 86th Congress, Ist 
session, on July 29 and 30, and August 10, 1959. His statement will be 
found on pages 102 through 104 of those hearings. Our association 
understands that these hearings are on seven Senate bills, some of 
which, if they become law, would further amend section 203(j) of the 
Federal Property and Administrative Services Act of 1949, as 
amended. 

If you will permit me to skip part of the prepared statement, Sena- 
tor, I will cover it as rapidly as possible, 

The association interposes no objection to Senate bill 2725. The 
association interposes no objection to Senate bill 2732. 

In that light I might say, if you care to have it entered into the 
record, recently I received a letter from the American Academy for 
Girls at Nicosia, Cyprus, concerning the interest of this academy in 
surplus property. This letter is dated the 15th of April 1960, and at- 
tached to this letter is the reply of the State department of education, 
Ohio State Agency for Property Utilization. 

Senator Gruentne. They will be placed in the record at this point. 

(The communications referred to follow :) 

AMERICAN ACADEMY FOR GIRLS, 
Nicosia, Cyprus, April 15, 1960. 

Dear Sirs: I read on page 128 of the February 22, 1960, issue of U.S. News 
& World Report that a quantity of surplus Government equipment is to be given 
away to schools and colleges. This includes laboratory equipment and other 
supplies needed for schools. I am the math and science teacher in the above 
named academy. This is a school of about 200 girl students from classes 6 
through 12 (like through high school in the States). 

I have my masters in education from the Ohio State University and taught 3 


years in Ohio before entering the Army in 1942. My mother’s home is in Utica, 
Ohio. 











— 
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I was wondering and hoping if our school here might in any way qualify for 
some of this surplus equipment. This school has been in existence since the 
early 1920’s—the English language being the main language of instruction. 

Any further information or help you may be able to give us will be greatly 
appreciated. 

Sincerely yours, 
W. KENNETH SANDERSON. 


State DEPARTMENT OF EDUCATION, 
STATE AGENCY FOR PROPERTY UTILIZATION, 
Columbus, Ohio, May 2, 1960. 
Mr. W. K. SANDERSON, 
American Academy for Girls, 
Nicosia, Cyprus. 

Dear Mr. SANDERSON: This acknowledges your communication of April 15, 
1960, concerning the interest of the American Academy for Girls, Nicosia, 
Cyprus, in acquiring Federal surplus personal property for use in science classes. 
The Ohio State Department of Education, State agency for property utilization, 
distributes vast quantities of Federal surplus personal property to Ohio public 
and nonprofit private school systems, schools, colleges, and universities. This 
program was provided for by an act of Congress passed on June 30, 1949, and 
is frequently referred to as Public Law 152. Subsequently, the Ohio General 
Assembly passed an act (copy enclosed) which supports and strengthens the 
Federal act, and which gives the program legal status. 

We are sorry to advise you that we cannot make property available, nor can 
the other 49 States, for redistribution to American educational institutions that 
are located overseas, even though such an institution might be a constituent 
arm of the parent authority. This is true even though the parent authority 
might be located in the United States. 

You may be interested to know that in the current 2d session of the 86th 
Congress that there are five bills now pending before the House Committee on 
Government Operations, Special Donable Property Subcommittee, Hon. John 
W. McCormack, chairman, which would provide for the donation of foreign 
excess property to educational and health institutions located in foreign coun- 
tries. Although I have not seen any of these bills, I presume that they provide 
for the donation of foreign excess property to foreign schools located on foreign 
soil, as well as American schools located on foreign soil. The five bills to which 
I refer are all House measures. These bills are H.R. 8182 (Mr. Monagan), H.R. 
8202 (Mr. Barry), H.R. 8209 (Mr. McCormack), H.R. 8898 (Mr. Monagan), and 
H.R. 8422 (Mr. Barry). To the best of my knowledge no companion measures 
have been introduced in the Senate Committee on Government Operations. 

If the administrative officials of the American Academy for Girls are interested 
in copies of these bills, or concerned about attempting to convince Congress that 
such a law should be passed, they should correspond with— 

1. House Committee on Government Operations, Hon. John W. McCormack, 
Chairman, Special Donable Property Subcommittee, Capitol Building, Room 
F-22, Washington, D.C. 

2. Senate Committee on Government Operations, Hon. John L. McClellan, 
Chairman, Senate Office Building, Washington, D.C. 

You may be interested in knowing that the members of the House Special 
Donable Property Subcommittee, Messrs. McCormack, Monagan, and Barry, are 
the same men who introduced the five numbered bills previously referenced. 

We are most happy to make this information available to you. Not only 
would the State of Ohio, Department of Education, be glad to see overseas schools 
receive Federal surplus personal property, but I am sure all of the other 49 
States that operate a program similar to Ohio’s would be happy to see property 
made available to educational institutions in foreign countries. 

Most sincerely yours, 
WALTER G. RHOTEN, Chief. 


Mr. Ruoren. It may be of interest to the committee in this respect— 
and in referring to this particular letter I am not speaking for the 
57809—60-—_8 
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association, but rather for the State of Ohio—in the last par: agraph 
of this letter I did make this statement : 

Not only would the State of Ohio, Department of Education, be glad to see 
overseas schools receive Federal surplus personal property, but I am sure all of 
the other 49 States that operate a program similar to Ohio’s would be happy 
to see property made available to educational institutions in foreign countries, 

The association has no direct or indirect interest in Senate bill 3154. 
The association is opposed to Senate bill 2605. The association is 
opposed to Senate bill 3288. 

The association believes that section 203(})(2) of the Federal 
Property and Administrative Services Act of 1949, as amended, should 
be repe: led and in this respect Senate bill 3489 would amend section 
203(j}) (2) and (3), which provides that the Department of Defense 
may allocate surplus property under its control for transfer under 
Public Law 152, approved June 30, 1949, only to educational institu- 
tions conducting approved military ‘training programs. 

Without going through all of the points in the association’s state- 
ment, Senator, the association has endeavored by some nine factual 
points to summarize, for the benefit of the committee, why we think 
this section should be repealed. 

Senator GruenrnG. Well your interest is, of course, getting more 
surplus property for the State, isn’t that it? 

Mr. Ruoren. The interest of the association. rete) is In carrying 
out the intent of Congress. The hearings on H.R. 227, Public Law 
655, 84th Congress, and the legislative “histor y of that act contains 
langu: age that ‘indicates it was the clear intent of C ongress to require 
that the distribution of surplus property for health, “educ: ation, and 
civil defense be made by a single State agency, and this bill w ould, of 
course, prohibit that intent from being carried out. 

If I may refer to Senate Report 2267 and quote therefrom, this 
report on H.R. 7227 reads as follows: 

The bill requires the utilization of a single State agency, in each State, for 
distributing surplus personal property for health, education, and civil defense 
purposes to eligible donees within the State, instead of permitting direct dona- 
tions by the Federal Government. 

So in answer to your question, Senator, I would say that it is the 
purpose of this association to carry out the intent of Congress. The 
reason we believe that this section should be repealed, instead of re- 
porting favorably Senate bill 3489, is that if it is the intent of Con- 
gress to add more eligibles or demena, that those added be specifically 
spelled out by name in section 203(j)(3) of the act. In this respect 
we think that all property that is distributed to health, education, 
and civil defense and other organizations should be distributed through 
and handled by the single State agency that exists in each of the 50 
States and the territories and possessions. 

Mr. Suriver. Mr. Rhoten, in other words it is the recommendation 
of your association that section 203(j) (2) be repealed ? 

Mr. Ruoren. Yes. If it is the intent of Congress to make surplus 
property available for transfer to other eligibles, and by that I mean 
eligibles other than health, education, and civil defense, that those 
eligibles be spelled out by name in section 203(j) (3) so that the entire 
program would be handled by the 50 States and the territories, and 
that the entire program be operated by the States with the aid, assist- 
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ance, advice and counsel of the U.S. Department of Health, Education, 
and Welfare. 

Mr. Suriver. Is it not true that some of the schools of special interest 
to the armed services utilize the services of your association ? 

Mr. Ruoren. I am informed that in some few States there are cer- 
tain classes of schools that can now obtain property under section 
203(}) (3) that are also eligible to receive property under section 
903(}) (2). In other words, they can get it through the so-called De- 
partment of Defense program, and they can get it through the normal 
channels where the State agency operates. There is an entrance 
through the “back door” in some States through section 203(j) (2),and 
there is an entrance through the “front door” “under section 203(j) (3), 
which means that they have two ways of getting property. And of 
course all “8 h organizations that have been obtaining property under 
section 203(j)(2) have a priority over health, education, and civil 
defense. 

The association favors Senate bill 3493. Minor changes are sug- 
gested i in our statement. 

With your permission, Senator, I would like to read our summary. 

Senator Groentne. By all means. 

Mr. Ruoren. To summarize and conclude I should like to say that 
the National Association of State Agencies for Surplus Property, at 
its 12th annual conference, Jackson Lake Lodge, Grand Teton Na- 
tional Park, Wyo., June 22-25, 1959, went on record as being opposed 
to increasing the types or categor ies of institutions and organizations 
which would become e ligible to ac quire surplus property if the Federal 
Property and Administrative Services Act of 1949, as amended, is 
further amended. 

The three basic reasons for the association’s position are as follows: 

(1) Addition of eligibles would make for a thin distribution of the 
property now available. 

(2) Increasing the number of eligibles would not increase the 
amount of surplus property available. 

(3) Increasing the number of eligibles would complicate and make 
impracticable the administration and operation of the program by the 
States. 

This association is well aware of the fact that Congress, in its 
wisdom, can continue to add to the number of eligibles. Tf C ongress 
chooses to do so, the association believes that all eligible entities 
should be epecefioally named or spelled out in section 203(j) (3) of 
Public Law 152, as amended. 

Furthermore, the association believes that a single Federal agency 
should administer the program. The association believes that a single 
State agency should administer the program. The association believes 
that section 203(k) should be amended so that somewhere in the lan- 
guage of subsection (i) an amendment should be included which will 
give the State agencies a voice in the transfer of real property to 
health and education. This amendment should contain the same basic 
provision that is contained in the last sentence of section 203(j) (1) 
which reads: 

No such property shall be transferred for use within any State except to the 
State agency designated under State law for the purpose of distributing, in 


conformity with the provisions of this subsection, all property allocated under 
this subsection for use within such State. 








112 DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


And finally, the association hopes that your committee, Senator. 
Gruening, your subcommittee of the Senate Committee on Govern- 
ment Operations, will pursue the four studies which are outlined in 
detail as parts (a), (b), (c), and (d) contained in Senate Report No, 
$56, 86th Congress, Ist session, pages 8 and 9 of the report. 

Senator Grurenine. Thank you very much. Your full statement 
will be included in the record. We are very glad to have you testify. 

(The statement referred to follows:) 


STATEMENT OF WALTER G. RHOTEN ON BEHALF OF THE NATIONAL ASSOCIATION 
OF STATE AGENCIES FOR SURPLUS PROPERTY 


My name is Walter G. Rhoten. I am here to testify on behalf of the Nationa] 
Association of State Agencies for Surplus Property which is comprised of the 
50 States, the District of Columbia, Puerto Rico, and the Virgin Islands. 
This association came into being on October 6, 1947. 

The purpose of this association is contained in the constitution, article II, 
sections 1 through 5: 

“To assume and maintain active national leadership in establishing and pro- 
moting ways and means of effecting the acquisition and equitable distribution 
of Federal property to eligible educational, public health, civil defense, and 
other organizations when the public benefit realized exceeds the benefit that 
the Government would realize if the property were disposed by other methods. 

“To cooperate with the Federal Government in developing, promoting, and 
maintaining standard practices throughout the Nation in the screening, acquisi- 
tion, warehousing, distribution, and accountability of surplus Government 
property suitable for educational, health, civil defense, and other use. 

“To cooperate with all departments and agencies of the Government in mat- 
ters relating to the transfer of such property to eligible entities. 

“To assemble, analyze, and disseminate information on the effective utiliza- 
tion of such property by eligibile entities. 

“To conduct an educational program that will lead to a better understanding 
of the public benefits derived from educational, health, civil defense, and other 
utilization of Government surplus property.” 

President Barry has requested that I represent him and the association. He 
was unable to be present due to conditions beyond his control. 

President Barry testified before this special subcommittee of the Committee 
on Government Operations, U.S. Senate, 86th Congress, Ist session, on July 
29-30 and August 10, 1959. His statement will be found on pages 102-104 of 
these hearings. Our association understands that these hearings are on seven 
Senate bills, some of which, if they became law would further amend section 
203(j) of the Federal Property and Administrative Services Act of 1949 (68 
Stat. 377), as amended. 

Senate bill 2725 would amend the foregoing basic act to permit the donation 
of foreign excess property for educational and health purposes in certain cases. 
The association interposes no objection to this bill. 

Senate bill 2732 would amend the foregoing basic act to permit the donation of 
foreign excess property to medical institutions, hospitals, clinics, health centers, 
schools, colleges, and universities. The association interposes no objection to 
this bill. 

Senate bill 3154 would amend section 402 of the foregoing basic act by pre 
scribing procedures to insure that foreign excess property which is disposed of 
overseas will not be imported into the United States to the injury of the economy 
of this country. The association has no direct or indirect interest in this bill. 

Senate bill 2605 would amend section 203 of the foregoing basic act to permit 
the donation of surplus property to certain civilian youth organizations. The 
association is opposed to this bill. 

Senate bill 3288 would amend the foregoing basic act to permit the disposal of 
certain surplus property to State fishery agencies. The association is opposed 
to this bill. 

Senate bill 3489 would amend section 293(j) (2) and (3) of the foregoing basic 
act to provide that the Department of Defense may allocate surplus property 
under its control for transfer under that act only to educational institutions con- 
ducting approved military training programs. 

The association believes that section 203(j)(2) of the foregoing basic act 
should be repealed. If Congress in its wisdom should decide to retain some 
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or all of the provisions of paragraph (2), the association believes that all such 
provisions should be incorporated in paragraph (3). The reasons for repeal- 
ing paragraph (2) areas follows: 

1. Section 5(b) of Public Law 655, 84th Congress, approved July 3, 1956 
(which amends the foregoing basic act) reads: 

“(b) In the case of any State which on the date of enactment of this Act 
has not designated a single State agency for the purpose of distributing sur- 
plus property pursuant to subsection 203(j) of the Federal Property and Ad- 
ministrative Services Act of 1949, as amended, transfers of such property may be 
made by the Administrator of General Services under such subsection, as amend- 
ed by this Act, to the State agency heretofore designated in such State to dis- 
tribute property in conformity with such subsection for purposes of education 
and public health to the extent that such agency is authorized under State law 
to receive and distribute any class of property transferred pursuant to such 
subsection, or in the absence of any such agency or in the absence of authority 
of such agency to receive and distribute any such class of property, to any State 
agency or Official authorized under State law to receive and distribute such 
property, until ninety calendar days have passed after the close of the first 
regular session of the legislature af such State being after the date of en- 
actment of this Act.” 

The hearings on H.R. 7227 and the legislative history contains language that 
indicates it was the clear intent of Congress to require the distribution of surplus 
property for health, education, and civil defense by a single State agency. The 
pertinent paragraph in Senate Report No. 2267 that shows the intent of Congress 
reads : 

“The bill requires the utilization of a single State agency, in each State, for 
distributing surplus personal property for health, education, and civil defense 
purposes to eligible donees within the State, instead of permitting direct dona- 
tions by the Federal Government.” 

2. Section 203(j) (2) of the Federal Property and Administrative Services Act 
of 1949 (63 Stat. 377), as amended, reads: 

“(2) In the case of surplus property under the control of the Department of 
Defense, the Secretary of Defense shall determine whether such property is 
usable and necessary for educational activities which are of special interest to 
the armed services, such as maritime academies or military, naval, Air Force, 
or Coast Guard preparatory schools. If such Secretary shall determine that 
such property is usable and necessary for such purposes, he shall allocate it for 
transfer by the Administrator to the appropriate State agency for distribution 
to such educational activities. If he shall determine that such property is not 
usable and necessary for such purposes, it may be disposed of in accordance 
with paragraph (38) or paragraph (4) of this subsection.” 

The Department of Defense, Assistant Secretary of Defense, Supply and 
Logistics, issued, on May 20, 1957, “Department of Defense Instruction Number 
4160.14 (which has subsequently been amended) which implements section 
203(j) (2). This implementation makes no reference whatsoever to section 
203(j) (2). The “authority” to issue this instruction appears to be based upon 
other DOD directives and instructions. This instruction violates section 208 
(j) (2) of the act because it establishes policies and procedures which are to be 
used as guides by the services to implement, by their own regulations, section 
208(j) (2). The intent of Congress has been circumvented since the basic act, 
as amended, says that all surplus property shall be allocated by the Adminis- 
trator of the General Services Administration to the appropriate State agency 
for distribution to such educational activities which are of special interest to 
the armed services. All property under section 203(j) (2), which has been made 
available to five national organizations and some 66 local institutions, has been 
transferred directly by the Department of Defense (with GSA’s concurrence) to 
such activities. Certain transfers have included excess as well as surplus 
property. 

3. A single State agency, so Congress has proclaimed, shall distribute all sur- 
plus property to all health, education, and civil defense activities. It is the view 
of this association that the intent of Congress should be followed by the Depart- 
ment of Defense and that the General Services Administration should require 
such Department to comply with the provisions of section 203(j) (2). 

4. The association believes that a single Federal agency shculd administer 
the program. As the act now stands, the State agencies for surplus property are 
required to listen to three masters: U.S. Department of Health, Education, and 
Welfare, the General Services Administration, and the Office of Civil and Defense 
Mobilization. Most certainly confusion, and eventually chaos will come about if 
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the State agencies are required to listen to four Federal agencies. The associa. 
tion can see no particular reason why DOD or OCDM, or any other Federa] 
agency should expect or want to retain certain prerogatives and powers that 
pertain to the distribution of surplus property to health, education, and ciyj] 
defense. Such an attitude means that these Federal agencies and departments 
do not believe that the State agencies are capable of administering and operating 
the program, Furthermore, such a position has, and will continue to give certain 
tax-supported and private nonprofit institutions and organizations a priority in 
acquiring surplus property. The Federal departments and agencies involved 
cannot defend such priorities. All eligible entities should be treated as coequals 
and each should have the same objective consideration and treatment by both 
the Federal Government and the State agencies. Under section 2038(j) (2) 
priorities have been established. They should be eliminated. Furthermore, 
certain considerations have been given to civil defense which have never been 
enjoyed by health and educational institutions. Such requirements make it 
exceedingly difficult for State agencies to administer the program. The associa- 
tion can think of no particular sound or logical reason why the Department of 
Defense should expect Congress to give them the exclusive privilege of making 
property available on a priority basis to certain activities which creates 
inequities. 

5. The second sentence of paragraph (2), section 203(j) of the Federal Prop- 
erty and Administrative Services Act of 1949 (63 Stat. 377), as amended, reads: 
“If such Secretary shall determine that such property is usable and necessary 
for such purposes, he shall allocate it for transfer by the Administrator to the 
appropriate State agency for distribution to such educational activities.” 
Similar language is contained in Senate bill 3489, page 2, lines 13 through 18, 
which reads: “If, upon application made by any such institution or organization, 
the Secretary of Defense determines that such property is usable and necessary 
for any such purpose, he shall allocate it for transfer by the Administrator to 
the appropriate State agency for distribution to such institution or organization.” 
The association is led to believe that the language quoted from the bill (that 
would amend sec. 203(j) (2) ) would again be implemented by a DOD instruction 
which would again violate the law and disregard the statutory provision which 
requires that all property be distributed through a single State agency. Senate 
bill 3489 follows: 


“TS. 3489, 86th Cong., 2d sess.] 


“A BILL To amend section 203(j) of the Federal Property and Administrative Services 
Act of 1949, as amended (40 U.S.C. 484(j)), to provide that the Department of Defense 
may allocate surplus property under its control for transfer under that Act only to 
educational institutions conducting approved military training programs 


“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 203(j) of the Federal Property 
and Administrative Services Act of 1949, as amended (40 U.S.C. 484(j)), is 
amended— 

“(1) by amending paragraph (2) to read as follows: 

“*(2) In the case of any surplus property under the control of the Department 
of Defense, the Secretary of Defense shall determine whether such property is 
usable and necessary for activities of educational institutions which are of 
special interest to the armed services because they maintain military training 
programs which are approved by the Secretary of the Army, Navy, or Air Force, 
as the case may be, and which apply for such property: Provided, That any 
organization established by law of the United States whose object is to encourage 
and foster the development of aviation that was eligible to receive surplus prop- 
erty under this paragraph on the day before the date of enactment of this pro- 
viso shall continue thereafter to be eligible to receive surplus property under 
this paragraph. If, upon application made by any such institution or organi- 
zation, the Secretary of Defense determines that such property is usable and 
necessary for any such purpose, he shall allocate it for transfer by the Adminis- 
trator to the appropriate State agency for distribution to such institution or 
organization. If the Secretary determines that such property is not usable and 
necessary for such purposes, it may be disposed of in accordance with paragraph 
(3) or paragraph (4) of this subsection.’ ; and 

“(2) by amending the first sentence of paragraph (3) by striking out the 
word ‘and’ before the designation ‘(B)’, and inserting before the period at the 
end thereof a comma and the words ‘and (C) any other tax-supported or non- 
profit activity which, before the date of enactment of this clause, was eligible 
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fo receive property under paragraph (2) but which is not eligible to receive 
property under that paragraph after that date.’ ” 

6. The Department of Defense, Assistant. Secretary of Defense, Manpower, 
Personnel, and Reserve, has, by DOD Instruction No. 4160.18, dated February 
10, 1959, established criteria for designating activities of special interest to the 
armed services. It is the opinion of this association, after examining Senate bill 
3489, page 2, lines 1 through 7, that the Department of Defense would still be 
privileged, if this amendment became law, to advise the services that instruction 
4160.18 was still in effect or DOD would be privileged to amend or revise this 
instruction and, by so doing, enlarge upon the number of institutions and organi- 
zations that would be entitled to a priority in acquiring surplus property for 
use by military orgainzational units of educational institutions.. An examination 
of two of the six categories of educational activities in DOD 4160.18 that have 
been determined to be of special interest to the Department of Defense (‘‘A” 
through “B”) indicates that the Department of Defense is granting priority to 
educational institutions to acquire surplus property for those schools that require 
all miiltary students to be habitually in uniform when on the post, reservation, or 
campus. This means that the services can transfer surplus property directly: to 
any military school, college, or university that offers ROTC. It is possible, under 
eurrent DOD regulations, to transfer property on a priority basis to these 
schools for use not only by the military organizational unit of the college or 
university, but for use by the college or university in general. Should. this 
procedure ever be expanded it would lead to chaos, since any institution of 
higher learning having an ROTC program could obtain property from a State 
agency via the “front door” and also could obtain property through the military 
organizational unit via the “back door.” It is also possible that the same 
chaotic conditions could occur for any public or private secondary school that 
offers a national defense cadet corps training program. There is nothing in the 
language of Senate bill 3489 that guarantees the discontinuance of these possi- 
bilities. DOD Instruction 4160.18 follows: 

“Number : 4160.18 
“Date: February 10, 1959 
“ASD (MP&R) 


“DEPARTMENT OF DEFENSE INSTRUCTION 


“Subject: Establishment of Criteria for the Designation of Activities of Special 
Interest to the Armed Forces. 
“References: (@) DOD Directive 5100.13, ‘Donation of Surplus Personal 
Property to Educational Activities of Special Interest to the 
Armed Services.’ 
(b) DOD Instruction 4160.14, ‘Policy and Procedures Relating 
to Donation of Surplus Personal Property to Designated 
Activities of Special Interest to the Armed Services.’ 
(c) Federal Property and Administrative Services Act of 1949, as 
amended (63 Stat. 377; 40 U.S.C, 471, 484). 
“I. Authority and purpose 


“This Instruction is issued pursuant to and in amplification of reference (a). 
It establishes criteria by which eligibility to receive surplus personal property 
may be determined within the Department of Defense. 

“IT. Scope 


“Education activities qualifying under Section IIT desiring to participate in 
the donation program must first make application to that effect. The applica- 
tion must be forwarded to the cognizant Secretary for nomination and be 
approved by the Secretary of Defense prior to the activity being added to the 
eligibility list. Donation agreements currently in effect between the Depart- 
ment of Defense and certain educational activities need not be renegotiated. 
“III. Criteria of eligibility 

“Only ‘educational activities which are of special interest to the armed serv- 
ices’ as authorized in Section 203(j) (2) of reference (c) are eligible to receive 
surplus personal property. The following categories of educational activities 
have been determined to be of special interest to the Department of Defense: 

“A. Military Schools Division—ROTC. The military schools division is com- 


posed of units at designated schools which have been specifically authorized one 
of the following type units— 
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“1. Class MJC. Units established at essentially military schools which 
provide high school and junior college instruction, but do not confer bac- 
calaureate degrees. These units require all military students to be 
habitually in uniform when on the post, reservation or campus; organize 
their military bodies as corps of cadets under constantly maintained mili- 
tary discipline; have as their objectives the development of military 
students’ character by means of military training and the regulation of 
their conduct in accordance with military principles; and in general meet 
military standards similar to those maintained at the service academies, 
Additionally, these units accept and maintain the specifically designated 
program of instruction prescribed by the cognizant Secretary for this class 
of instruction. 

“2. Class MI. Units established at essentially military schools of sec- 
ondary level of instruction which meet the military training requirements 
of Class MJC, above. 

“B. Other Secondary School Units. Those military training units established 
at high schools and other educational institutions of comparable level which 
require all military students to be habitually in uniform when in school or on 
campus; organize their military bodies as corps of cadets; accept and maintain 
the specifically designated program of instruction prescribed by the cognizant 
Secretary for such institutions. 

“C. National Defense Cadet Corps (NDCC) Program Schools. 

“D. Naval Honor Schools. 

“KE. State Maritime Academies. 

“FE. Civilian Youth Organizations. These are limited to organizations (1) 
whose primary goal is education; (2) whose membership is national in scope; 
(3) which are open to youths predominantly in the 8 to 18 year old category; 
and (4) which have been chartered by the Congress. Civilian youth organiza- 
tions which were on the eligible list in effect on the day before the effective date 
of this Instruction, and which would be eligible under this Instruction but for 
the fact that they do not have a Federal charter, must obtain a charter within 
two years of that effective date or become ineligible to receive property under 
this Instruction. In the meantime, they may be retained on the eligible list. 


“IV. Kinds of Property Available 
“An eligible educational activity may receive only the kinds of surplus per- 


sonal property that are specified by written donation agreement between the 
educational activity and the Department of Defense. 


“V. Implementation and Effective Date 

“This Instruction is effective immediately. The military departments will 
revise their regulations, procedures and instructions as necessary to implement 
the provisions of this Instruction and forward copies of such implementations to 
the Assistant Secretary of Defense (Manpower, Personnel and Reserve) within 
sixty days. 

“CHARLES C. FINUCANE, 
“Assistant Secretary of Defense (Manpower, Personnel and Reserve).” 


7. Section 203(j) (3) and 203(j) (4) of the Federal Property and Administra- 
tive Services Act of 1949 (63 Stat. 377), as amended, authorizes the Secretary 
of DHEW and the Director of OCDM to determine what surplus property is 
usable and necessary for health, education, and civil defense purposes, and also 
authorizes them to allocate such property for transfer by the Administrator of 
GSA to the State agency for distribution to 'these three classes of public and pri- 
vate institutions and organizations. The Director of OCDM has delegated his au- 
thority to the Secretary of DHEW to make these determinations and allocations. 
The Secretary has redelegated these responsibilities to the State agencies. These 
agencies actually select and determine what property is needed and can be 
utilized by health, education, and civil defense. The various agencies’ functions 
are, therefore, not confined solely to distributing property. The term “State 
surplus property distribution agency” is a misnomer. The State agencies per- 
form many functions that require judgment, wisdom, and commonsense. These 
agencies are not automatons that can or do operate “by remote control.” It, 
therefore, is not logical to expect State agencies to function if exclusive juris 
diction is given to the Secretary of Defense to determine what property and how 
much property is usable and necessary for educational activities which the 
Secretary has decided are of special interest to the armed services. Further- 
more, as Senate bill 3489 is written, these activities would have a priority which 
would mean that all property that the Secretary determined that they should 
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have would need to be set aside and earmarked or placed in a special warehouse 
for the exclusive use of these organizations. Such a situation would create 
conditions that make it impossible for any State agency to administer and 
operate a sound program. Such guidance as the State agencies need (or are 
required to accept) should come from only one Federal agency. No State agency 
ean serve two or more masters. Every State agency must have the privilege 
and right to operate on an independent basis with a minimum of Federal dicta- 
tion, guidance, or control. 

8. Instructions and directives issued by the Department of Defense are imple- 
mented by the Department of the Army, Department of the Navy, and Depart- 
ment of the Air Force. These implementations vary greatly in many respects. 
If the Secretary of Defense is given the authority he requests under Senate bill 
3489 and, in turn, the services are permitted to implement DoD Instruction 
4160.18 (or revision thereof) the State agencies would be faced with a situation 
in which they would be required to follow the determinations made by the three 
respective services rather than by one Federal agency. This would create an 
impossible situation. 

9. To permit the Secretary of Defense the authority requested in Senate bill 
8489 would mean in sum and substance that he could, literally, “invade” the 
public and private secondary school systems of the Nation and practically 
negate the services now being performed by the State agencies for surplus 

rty. 

"ll ventace to the Association that the single State agency concept was the 
intent of Congress. This intention is revealed in the Hearings on H.R. 7227. 
To establish a dual or multiple State agency operation is contrary to the single 
manager concept which Congress is endeavoring to get the DoD to adopt for 
procuring supplies and equipment. The single manager concept is discussed at 
great length in the Hearings before the Subcommittee on Defense Procurement 
of the Joint Bconomic Committee, Highty-Sixth Congress, 2d Session. These 
Hearings were held January 28, 29, and 30, 1960. 

Senate bill 3493 would amend the foregoing basic act to authorize the use of 
surplus personal property by State distribution agencies. This bill was intro- 
duced (by request) on May 5, 1960, by Senator McClellan. The House com- 
panion measure is H.R. 11499, which was introduced by the majority leader of 
the House, the Honorable John W. McCormack, on March 31, 1960. The lan- 
guage of the two bills shows some variations. The association favors the passage 
of this bill but believes that it should be amended to read as follows: 

“Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 203(n) of the Federal 
Property and Administrative Services Act of 1949, as amended (40 U.S.C. 
484(n)), is hereby amended by adding at the end thereof the following new 
sentences: ‘Under such cooperative agreements, the Administrator may, subject to 
such conditions as may be prescribed by the Secretary of Health, Education, and 
Welfare, transfer any ezcess or surplus property to the organizational unit of 
the agency of that State so designated for the distribution of surplus property, 
for its own use, if the Secretary has determined that such property is necessary 
to, or would facilitate, the effective operation of that organizational unit of the 
State agency in performing its functions in connection with the appropriate 
program. Upon a determination by the Secretary that such action is necessary 
to, or would facilitate, the effective use of such property so made available under 
the terms of such a cooperative agreement, and with the approval of the Ad- 
ministrator, title to property so transferred shall be vested in that State 
agency.’ ” 

The reasons for amending Senate bill 3493 are as follows: 

1. Excess and surplus property is now transferred by the International Co- 
operation Administration to foreign institutions and organizations. Some of 
these entities include educational institutions. 

2. Public Law 85-984 (72 Stat. 1793), approved September 6, 1958, authorizes 
the head of various Federal agencies who have research contracts with non- 
profit institutions of higher education, to transfer title to equipment purchased 
with grant or contract funds. Such property is in excess status when it is 
so transferred, since GSA has nothing to do with determining that such property 
is surplus, nor can GSA remove such property from such institutions for further 
Federal utilization. 

3. The USDA, Forest Service, under Memorandum 6410, dated November 30, 
1959, may transfer excess property to the State forester of the several States. 
This procedure has the concurrence of GSA. 
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4. The USDA, Soil Conservation Service, under Memorandum AS 16, Rey 
dated December 8, 1958, may transfer excess property to State soil conserva. 
tion districts through the State conservationist. This procedure has the con- 
currence of GSA. 

5. The United States Department of Commerce, Bureau of Public Roads, under 
Administrative Memorandum 2-12(1), dated January 14, 1960, may transfer 
excess property to State highway departments. This procedure has the con- 
currence of GSA. 

6. Public Law 85-835 (72 Stat. 988) approved August 28, 1958, authorizes 
the Secretary of Agriculture, through the Commodity Credit Corporation, by the 
provisions of section 505 of this act, to donate excess cotton (acquired through 
its price support operations) to educational institutions for use in the training 
of students in the processing and manufacture of cotton into textiles. 

7. The Department of the Air Force Air Force Manual 67-1, volume XIII 
amendment 31, dated December 21, 1959, authorizes excess radio and electronic 
equipment to be transferred to private individuals that are a part of an organ- 
ization known as the Military Affiliate Radio System (MARS). 

8. All of the entities, referred to under the preceding seven points can 
acquire Federal excess property on a priority basis before such property is 
made available to State distribution agencies. It is, therefore, logical to con- 
clude that State property distribution agencies should be permitted to acquire 
either excess or surplus property for the purpose of conducting the program 
under their jurisdiction. 

9. Many State agencies are an organizational unit of State departments of 
government. In many States the State property distribution agency is an 
organizational unit of a State department other than the State deparment of 
education, the State department of health, and the State department that admin- 
isters and operates the statewide civil defense program. Unless the distribution 
and use of Federal property is confined to the organizational unit that admin- 
isters the surplus property program, such property can be made available on a 
departmental-wide basis to entities of State government that have nothing 
whatsoever to do with the surplus property program. Senate bill 3493, if 
enacted as written, would create confusion in this area. It does not seem logical 
to conclude that the DHEW would have legal authority, by regulations or 
otherwise, to exclude a department of State government from receiving property 
unless such a proviso was contained in Senate bill 3493. 

There is no reason why the Director of OCDM should be included in Senate 
bill 3493 since all State agencies would, if they chose to do so, enter into a co- 
operative agreement only with the Secretary of the DHEW. 

To summarize and conclude I should like to say that the National Associa- 
tion of State Agencies for Surplus Property, at its 12th annual conference, 
Jackson Lake Lodge, Grand Teton National Park, Wyo., June 22—25, 1959, went 
on record as being opposed to increasing the types or categories of institutions 
and organizations which would become eligible to acquire surplus property if 
the Federal Property and Administrative Services Act of 1949 (68 Stat. 377), 
as amended, is further amended. 

The three basic reasons for the association’s position are as follows: 

1. Addition of eligibles would make for a thin distribution of the property 
now available. 

2. Increasing the number of eligibles would not increase the amount of surplus 
property available. 

3. Increasing the number of eligibles would complicate and make impracticable 
the administration and operation of the program. 

The association is well aware of the fact that Congress, in its wisdom, can 
continue to add to the number of eligibilities. If Congress chooses to do so the 
association believes that all eligibile entities should be specifically named or 
“spelled out” in section 203(j) (8) of Public Law 152, as amended. 

The association believes that a single Federal agency should administer the 
program. 

The association believes that a single State agency should administer the 
program. 

The association believes that section 203(j)(2) of Public Law 152, as 
amended, should be repealed. 

The association believes that section 203(k) should be amended so that some- 
where in the language of subsection (k) an amendment should be included 
which will give the State agencies a voice in the transfer of real property to 
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health and education. This amendment should contain the same basic provision 
that is contained in the last sentence of section 203(j) (1) which reads: 

“No such property shall be transferred for use within any State except to the 
State agency designated under State law for the purpose of distributing, in 
conformity with the provisions of this subsection, all property allocated under 
this subsection for use within such State.” 

The association hopes that Senator Gruening’s subcommittee of the Senate 
Committee on Government Operations will pursue the four studies which are 
outlined in detail as parts (a), (b), (ec), and (d) contained in Senate Report 
No. 836, 86th Congress, 1st session, pages 8 and 9 of said report. 

Senator Grurentna. Is Mr. Harry Dreany of the ICA here? 

Mr. Dreany. Yes, sir. 


STATEMENT OF HARRY H. DREANY, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Senator GruENING. You have a statement on those various bills. I 
wish you would summarize it and tell us which bills you are in favor 
of and which bills you are opposed to and what amendments you 
favor. 

Mr. Dreany. I don’t believe we have actually a statement. I be- 
lieve we sent a letter with respect to S. 2725 and S. 2732.° 

Generally speaking, we favor S. 2732 with certain changes which 
we had suggested for making it a little easier to administer and to 
make the various determinations which will be required. 

Senator Gruentne. Now, you suggest an amendment to S. 2732 
with the following clause: 

No property shall be donated under this section except pursuant to arrange- 
ments agreeable to the government of the country in which the property is to be 
used. 

I wish you would elucidate on that, on page 4 of the letter of Sena- 
tor McClellan, signed by Mr. Fitzgerald. (See pp. 164, 165.) 

Mr. Dreany. T do not have a copy. 

Senator Grugenina. We have copies here. 

For the record, you say: 

The requirement in both bills (that is, S. 2732 and S. 2725), that the for- 
eign country designate the organization to receive donations under the section 
presents two problems: 

(1) The language especially as worded in 8. 2732 could be construed to 
mean that the foreign country may designate only one agency to receive all 
property disposed of under the new section, which Federal agency will pre- 
sumably distribute the property to other agencies ; and 

(2) The foreign government must play an active role by designating eligi- 
ble agencies. It would seem an unnecessary complication to require one 
central receiving agency and to require formal designations by the foreign 
government. 

I would propose as a substitute for the sentence appearing in lines 
2 to 7 on page 3 of S. 2725, and on lines 6 to 12 of page 3 of S. 2732 
of the following: 

No property shall be donated under this section except pursuant to arrange- 
ments agreeable to the government of the country in which the property is to 
be used. 

Senator Gruentna. This language (you say) should fully protect 
the interest of foreign governments, while avoiding unnecessarily 
formal procedures ? 

_ Mr. Dreany. That is correct. Because in some of the countries 
it might be necessary for them to set up some special agency, or it 





5 See letter to Senator McClellan, dated June 1, 1960, p. 164. 
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might not even be necessary, but they might find it desirable. It 
would seem simpler to avoid this expense by utilizing existing agen- 
cies if the other government wished to, but not in effect requiring them 
to centralize it. 

Senator Gruentnc. Let me present a hypothetical case. 

Supposing that in a country there are two or three institutions of 

various kinds which have been started by Ameri icans, and they are in 
need of some of this property, and in disposing of it for one reason 
or another the government of that country decided that one of these 
institutions should get it and the other should not. Does that not 
open the way for a certain amount of favoritism and eae ? 

Mr. Dreany. Well, I suppose you could say that, but at the same 
time we do consistently in all of our programs work with and through 
the other governments. In other words, we don’t feel that we should 
be in the position of in effect dictating to the other government. If 
they had objections, some legitimate objec stion to a part icular organi- 
zation receiving the same benefits as another, well, we would feel that 
we should go along : and respect their wishes in the matter. 

Senator GrurNrnc. However , it is American property, and I think 
that that is a restriction that might cause a good deal of hard feelings. 

Mr. Dreany. I think that we would do our best to remove any dis- 
crimination, but without making it in effect too mandatory or too 
compulsory. We are many times able to do by persuasion things 
which wouldn’t be possible by compulsion. 

Senator GrueNinc. Would the adoption of these bills facilitate the 
ICA program ? 

Mr. Dreany. Generally speaking; yes, sir. 

Senator Gruenine. It would give you something in addition to 
what the Congress appropriated through its regular channels? 

Mr. Dreany. Yes; it would. 

Senator GruEeNninG. You get surplus property now, do you not? 

Mr. Dreany. We get excess property. 

Senator GrurentnG. Not surplus property ? 

Mr. Dreany. We get excess, and at the moment we obtain it, it loses 
its status as excess and becomes ICA-owned property. 

Senator GruENING. But you have a chance to get excess, which has 
a higher rating than surplus. Why do you have to go into the sur- 
plus business? 

Mr. Dreany. Well, actually, there isn’t too much difference between 
foreign excess and surplus; in ‘other words, the excess property over- 
seas, we can get before it becomes surplus, before it is made eligible 
for sale by auction or otherwise within the countries. And to the 
extent that we need that property in the execution of our programs 
We can, you are quite correct, get it before it becomes surplus. But 
we don’t have the authority outside of our regular programs to donate 
it to the kind of institutions which are set forth in these bills. 

Senator Gruenrnc. You would not have the authority for the 
excess ? 

Mr. Dreany. I don’t believe so, no, sir, not to donate it to private 
individuals. Now, we could transfer it to the other government for 
use on one of our approved programs. 

Senator Gruentne. But still under this amendment that you pro- 
pose, you would still have to consult the government of the foreign 
country in the disposal of surplus to educational institutions ? 
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Mr. Dreany. That is correct, because we would probably not want 
to make the judgment unilaterally as to whether an institution was 
in fact a tax-free or a legitimate educational institution. 

Senator GruENinG. I wonder whether there might not be a con- 
flict in some of these situations. I can conceive of a situation where 
in foreign countries there would be various institutions, educational 
institutions with different sectarian affiliations, and the government of 
that country might have a strong leaning to one group as against the 
other, and it seems to me that might involve us in a certain amount 
of conflict. 

Mr. Dreany. I am afraid you are right, I can see that these things 
could become very complicated. 

Senator GRUENING. I would think that the Government of the 
United States would retain a certain amount of control over our own 
surplus, and if you are going to give it away, to have some voice 
in determining to whom it shall given. Maybe that is an old- 
fashioned idea. But I think it should be considered. 

Mr. Dreany. I don’t believe that we — meant to relinquish the 
control. As a matter of fact, we suggested here that the criteria—in 
this letter, that the criteria—and so forth, should be established by a 
central agency acting in conjunction with the Department of State and 
with ks Desavtened of Defense. And included in that would be such 
measure of control as was necessary. 

Senator GRuENING. Have you any figures in ICA as to what 
amounts of excess property you get in different countries ? 

Mr. Dreany. Yes, sir; we have those figures. I don’t have them 
with me. 

Senator GruEnine. I wonder whether you could not supply them 
for the record. 

Now, we are engaged in rendering various kinds of assistance 
through ICA and development loans and by various other agencies to 
about 104 foreign countries. And that is a problem that comes up 
every year. 

In addition to that, you have access to excess property which does 
not figure in the foreign aid estimates presented to the Congress and 
it would be very useful to know how much of that there is. If we 
could have the figures for the amount of excess property that. has been 
disposed of country by country, and year by year, it would be very 
helpful. 

Mr. Dreany. I did furnish the figures last year to the subcommittee. 
But I can have them updated. 

Senator Gruenine. Will you bring them up to date? 

Mr. Dreany. Certainly, sir. 

Senator Gruentne. Thank you very much. I appreciate that. 

(The material referred to follows:) 








DISPOSAL OF SURPLUS PROPERTY OVERSEAS 





P66 ‘FZ 


O8F ‘OST 
$20 ‘8E8 7% 
PLT ‘EFZ 
LES “97S 





4809 
uoj}}IsTnboe 
[8I0.L 





66 ‘FZ 


ILS “FOE 
S10 ‘OF 
6LP ‘SZ 
LEL ‘ZI 
OFE ‘OTS 


S104 40 
[Iv ‘snoou 
~B[[20S! 








| 092 ‘St ee eee 
ee Fi 
ee 
008 ‘9F 

Oe te dence 
PPP ‘S99 €Lt ‘169 ‘1 
OLF ‘OZT he ae ae 
FES ‘FSP ZOE ‘CRP ‘T 
00F ‘29 961 ‘29 
OL LES | S16 "6FIS 


qyuourdinbe 
[891190914 


jusudiInbe 
SulAoUur 
-YVe8 

pue aol 

-oniysu09 


(7809 uowrsinbav) O96 ‘1g *4vyy ySnosy? ‘9g6I ‘T “uve 











810 “IZ 


Zuly1OM 
-poomM 
Zuipnpul 
s[oo4 
euIyoOV I 








829 ‘ST 


soulsuq 





seqny 
pue sally, 








sqied 
eiedg 


bhF ‘LI 


S10JBLL, 








ae ee ee ee [e10.L 
a sanea|-=--2-22c00- eer a a (1g “ABI-I “ues) 0961 
oe eae abe ged ie a ‘Pei: Ae ORS 








a eee eg an 
7BIATIOg 


6FI “609 





Po eee ee ae ee ee 961 
[Ue SLUBYsSV 


SOPOIYOA 
10}0W 


qyuouldinbea 
Zulyvol 7 


Iga pue AQUNOD 


‘ssaoxa 21)89W0T 





123 


RTY OVERSEAS 


DISPOSAL OF SURPLUS PROPE 





HO ‘SCOT | 


1 ‘22g 
OL8 ‘FL 
18 ‘892 
9LI ‘S61 


180 ‘ZI ‘Z 


6L1 ‘ORL 
266 “909 
L9¢ ‘LI€ 
£F0 ‘O1Z | 
O08 ‘L2Z 


ZL8 ‘ZL9 
EFI ‘T 
C99 ‘REZ 





89S ILE 
19 


908 








TE9 ‘06 


OLL ‘T 

e9¢ “1g 
C29 “CE 
£29 'I 


892 "296 


9F9 “9E¢ 
£29 ‘16 
OOF “IT 
688 ‘OOT 
OOF “L2Z 


€or ‘79 
Z1Z ‘61 
600 “LE 
ZE2 “9 





8Z8 “ESI 


298 “FE 
901 ‘6II 
O9T ‘08 


OlF ZI 


eit ‘T 
266 ‘OT 


GEL EbZ 
RLF ‘O9T 


O€¢ ‘6ST 

















98 ‘OF 


ogee ‘TT 
CZ8 ‘6 


TOL 








000 “OF 

















L6P ‘E9 


Esl ‘067 


028 ‘Ie 


009 “SF 


| 


| 980° 9O8F “SZI 





“| 008 “+ 




















bai alae ess arecensese=== ae 


Sd eal "(TE “ABT “UB le) O96T 
eee ve en dé “6861 
Sree Tee area ae ty 


----- SAP PE DLEE EAE OES een ee 


co nae. + ae 9S6I 
{BIQUIO[OD 





nerensenhepanparssnscencs nnn sane 


MPSASRAAE RRR RSRRhET Sen hse te =P 


UTyO 





SRASRPESEAE ASLEEP ERORAS “"""18IOL 


ets "(1g “IBIN-T “WeL) 096T 

eee ae 
[AEC LRER TRS 8°6I 
ee LS61 


ry ao pe oe te — oe 


OGD 


ate alae — [VIO.L 





(TE “ABI-T “UBsl) O96T 


arate ane ae 

Lovins adited Tp mare canine ad PDO 8S6I 
PaaS ree ene eee nae nOe oeanEN LS61 
cencarman Pere nro 


su0j AI 


:BIpoquIeg 





DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


124 



























































— ——— —_——— ——{ >—__________—- — a ————_____ 5 —__________~ ——— 
SbF ‘9EL | FET 60I OO0L ‘ZE | +5 ‘86 | OOL £9 ‘O0T 61g OST ‘T | FOL ‘E08 €10 ‘2 vI8 ‘LT 
- —_—— |—— ———| ~ — |— —-— - ee - ann ee — —_ — - _ —_— —_ a 

LI ‘81% 220 ‘OL 000 ‘ST ROE = > eRe eases 499 ‘18 61e$ OST ‘I$ ore ‘eI 

IL 79 —— eo. oo? See ee nt it. giana! ‘elndeisiipis SS es eee eee FI9 FST 

S6 ‘992 646 ‘8T 00L ‘LE IFT ‘09 | OOL ee ee tet ret reer ey G9z ‘SST 

$09 E $09 ‘8 See eT I OE ee ee ee eee ee ES ee ee es ie oe eee es. . eee | 

I8E ‘S6F €IT ‘61 98I “e SIZ ‘8% Sens © 8 en ee ae ae te oe ee 980 ‘€2z 

seh 96h SU6IT | i a G16 "82S | 996 °SS TTT TTT TIT IT TT] 990 "82S ___ | 968 "66S 

rk isch ane. ad. cc RIEL. ate 1d). 8 Goda. Bec onncancadediid-cos-cschacsscoaneac dae toes s cane 

09¢ ‘ge =had= ke Casco Mdtaadnascole§ 56 bie -=--| ps ‘9g. Seana nh eawe nga aiewelns naan 080 ‘2 

oS foe oe Eee CCP, Bet rg soe eee ar re ea ee ee ee 

TE elon sheik adnan c Gite dds 0008 40Gb ie. «cada doo-- As dad 45-->- clk -ncscananacl 2ca.dacd.- acest 

908 ‘98 HOE ‘2 an pr Z8I ‘et enna pinennanndnnb-ecmnsenennnlhds Seta See nesaes 

Se ee pe Cre ae ne Se ee Sc Aeees saan adore ala aeand 

O8F ‘SO ae fae ee oe ee ee > eee ee ee ee coe 4 

OZ ‘9T —o ae 6 h6c[hh eneeey eee cat ee te ne ee ee ee eee Sil 

oa. .....0 ac 7---.. oe... PTA Aids te sin Miibibhicar Mecca naccad CSM Boia sith cataninices Mea 
quemmdinbs | Zuryiom 

4s00 $19440 ZulAoul -poom 
uoljstnbow| [eB ‘snoau | yuemdimnbe -Y11898 Zulpnypout soulsug | seqny syed S1IOPBL], sepyaaA | yueurdinbo 
[BIOL -BIJROSI «| [BOLIQ00[q pues uo soot pus sally, eiedg 10}0W/W Zuljvol a 

-ONIysuoD | sUTWOBy 












































2B BISOO 





Ieah pus Ajun0g 


penuru09g—(7s09 uorpsinbon) O96 ‘Ig ‘uvpy ySno.y? ‘996 ‘I “uns ‘s8a0ra a4sawog 











wD 
N 
— 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


0ZE ‘ZZ9 “6T 


618 

P9E ‘SHO 'S 
60F ‘P98 ‘9 
8ZL ‘TIL ‘6 


Li9 ‘IS0 °F 
POL ‘FT 
coe “egg 
6LT ‘OE ‘8 
966 

£6F ‘ZZ 





CF ‘SIZ 
000 ‘FFT 


020 “9% 
OLP ‘898 


Z9E ‘802 
66L ‘SZ 
029 ‘C06 
228 ‘269 
LOE ‘06 


L¥6 


£16 ‘626 


ggg ‘OTE 
GIL ‘SEF 
ZoL “OEZ 


e2e 
LbE 
008 
966 
£68 


000 “PFI 


ZL8 
189 








| 
| 
| 


TI8 “802 








6Sh ‘6EZ | 











£OT ‘ChE 012 *L68 

















6LI ‘6ST CZL ‘TIL 
£26 ‘CST 13l ‘ELT 
. "1 8 TT 
ine _ . a | 
LEL ‘O8t She ‘scl | 
266 ‘EST 
SIL ‘% i 
Cte ‘6 | O89 “6% 
ae ae aaaal 
008 ‘ZE | $20 ‘ZS 
CPS ‘YT | yred 
| 
: £ i | 
60 ‘99% =| ZRF ‘FF 
| 
O1g ‘2 Boner ey 
£6S ‘RZ a | 
OST “¢9 | 298 TT 
OF? ‘FOI | 260 °8 
SSoee=e"""! BOP WE 
o 1 | 
RAPER, = a 
eS Dcanownnanand 
~---------|----------- 
| 
Reliant aaaeaeaeea act | 





COL ‘E61 





819 ‘268 ‘OT 


618 
I9T ‘068 ‘T 
£82 ‘80 ‘9 
IS ‘296 ‘6 


FOR Z 
196 ‘08 


O88 ‘60T 


Le0 ‘TE 


9F0 ‘TZ 


“OFT 


Itl 
OL8 


F669 





| 


| 9E% 




















60F ‘082 


o9L LE 


OER “CRB 


: ‘Be 
Cr6 








168 ‘18 


69 ‘69 


GS ZI 


ISL 8% 


92S “19% 


cee £6 


























Oos “LI 
O08 LT ross v3 See ey 
£ ‘16 | oe eee Re 





Che 06 





“TB1O.L 


096T 
~~" 6961 
~~ SS6T 
~“LE61 
“"““9C6I 
-BIpuy 


[®IO0.L 


OO6T 





‘sBinpuo}y 


It OL 


0961 





-BTBULO eT) 





0°6T 
6°61 
8S6I 
186 
9c6l 
SBIdOIyy gy 





(PIOL 


0961 
6861 
SS6I 
LS6I 
“OS6I1 


-IOpReAles 1 


9 


sO 


of SO09—¢ 





DISPOSAL OF SURPLUS PROPERTY OVERSEAS 





‘ ' : ‘ | ' 
6eo'6 | 689 6 eee a a ike wee ee ee ny Pe 
veak® pei eceicaaaaiee bs mnclins ind teen eteenso 
has e re r et eee 7 | = “ “4 “| a oP | ee nia x 
Saran eee nae nae naan ‘ae erage een ane orate 
etree peermedia eeeenoee boone ppeconnnnnneefnoneaner freemen 
68S 6 | 689 ‘6 ee ne age a eet iw et Eee EE 
zec‘sot «=| ege‘ve =| oe'zen pecencerny capemanyecoum poaereenness roe 
ewmiteconaus | seccew scdlanendéucoe - -|-- | cacese pv ckaindemna den |---------- 
waveccnennns J---co--22--]-ncneennnn-n]eneneennanafeanenn wancenenane[ennnneneeeee|enennenens 
28S “E9T Z8E ‘9E 002 “221 oer ae hi ae ed Py pee ee ee ese ae 
ae | -ser- se -----| enn ne nn] nanan nnn nnn] nnn nee e ene n] onan nee ---=-| catia sai ‘ 
arated leone eel Mies es : 
Zb9 ‘SFI Ie ‘$ menses << Gneoretonees ae ae PRaNaIr esse Tea nes 
Og | 08% enema ann poe “> anne 
Il ‘221 | 166°E 002 “E21 g - ge ee ee Tee oe > 
120 ‘81 eee es ae 2) ee ee ee eG _ ie ee 
Peebete ened euteiches da CARP ait ice aeinnindleanccaiads decamtind scsincsteacibaasaisca 
Wee ens te eee Sutin d] RaweawrarenabaaeeEeRawn wiatiruracdnd eaacaeedurenibecel 
| | } 
goz ‘eget | seg‘sez | Seb ‘6 Sraerian ene eee ws “-=""1 OB . 
O8F ‘6z | O8F ‘6z Pen ear ee ene ies . 
H9E “OL POE “OL finer zai aie ee see a ie oa 
F19 ‘ZI 6E9 “19 ene) |) ieee eo ee ee ae eo 
Z£0 ‘08 261 ‘OL 09€ ‘6$ Boe ea i ree eee | 98S ene , 
HSL ‘OZS $96 ‘LIS Jit) Se. Oe ae OO ree pi ae al ; ia _s 
| 
i ciate ao a bi wae sialic inn een ener 
(3uTys0.M 
4s00 yuouldinboe -poo | 
uo}}IsInboe | snosue] quomdinbs| sZutAaour Zutpnpul) | souyzuq seqny |} squed 
1830.L -]@0ST [B0f14.00[q -YNegq s[004 | | pue Sel}, | eueds 
sulyoe W 
| 























-} 
+|-------- ; 
Iain Gonms 
sescece oot - e 
= | — 
aa : 
Itz ‘8 
ae... 
ie |----------- 
| 
| 008 ‘% 
— 
@ an 


$10}9B1,L, SOPJYOA 


} 1040 JW 


000 ‘810 °T 


000 ‘810 ‘I$ | 


yueurdinbe | 


Zuyjeo[y 


wave 
-Boreuer 


“BIOL 


“0961 

6961 

8961 

iin LS61 

cae 961 
:]9Bds] 


[BIOL 


0961 

a 6961 

~~ SS6I 

L961 

oo" OS6I 
:bely 


[BIOL 


0961 
“6861 
a 
~ LS61 

“9S6I 

:UBd] 


[BIOL 
0961 


ae 
a 
a 
a 
:BISIUOPUT 


vod puv Aljunog 








(809 uoyisinbap) O96T 


‘Tg ‘appy ybnosy) 996] ssvah sopuazpo ‘ssaozra 2yNsawOed 





X 
N 
— 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


28 ‘TI 


£¥G ‘e 
¥69 ‘SOI 





£ho £ 


| OFZ ‘FI 


OFZ “FT 











“| g¢8 ‘S01 


£¢s “£01 





1810, 


“0961 
“S61 
8961 





[POL 


~~ 0961 

6861 
8S6I 
LS61 
9S61 
‘uBpslos 


“[RIO.L 





BoreuEs 





DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


128 


296 “6E9 Z 


LOL ‘O€F 





FEF TOL 'T 
626 yA 9 


Tee ‘Tel 
808 

O8Z “SIT 
£6 ‘TI 


6F8 “OEP 
000 ‘0Sz 
OZF ‘9ZT 


62 ‘09$ 


18090 
uo}}sIn bow 
[T8I0.L 





TOE *L 
cot ‘09 


Z9E ‘ZF 


068 





029 “L9Z 


000 *0SZ 


029 "T 
000 ‘91$ 


snosur] 
-J@0ST IN 








| 086 61 
T9¢ “ZT 
| 662 ‘TE 


008 ‘$21 
OPL ‘9S 


| guourdmbe 


910 “022 ‘T 


ZLE “61E 
£08 
ZRR 


6°6 








jusmdim be 
Sutaoul 


“Ye gq 


(7809 uouyrsinbav) GE6I ‘OF 





| 6¢8 ‘99T 
| S88 ‘6F 
| O86 ‘Z6I 


099 ‘¢ 


099 “€ 


689 “LE 





(SUTYIOM 
“poo M 
Surpnyput) 
soo} 
sUTYOR 





O08 “Ef 





soulsug 


| 





802 “E 


892 °% 


OFF ‘TS 


seqny 
puev sally, 


aun ybnosy) 996] sivah svpuazno 





sjivd 
eirdg 





89 ‘202 


GIL 1% 
9 Sanep 
a 





130 ‘E11 
62L ‘OSs 








PrP ESS 
eo OG 
LOT “IST 


OLT ‘REZ 


0°86 “EES 


SOPTYOA 


1040} 


‘ 


v | 
| 


8Ssa0zra 9198 WOT] 


eco rll 





juemdinbe 
SuIyROLy 


Ivad pue Agunog 


[810.L 





9°61 
SOOIX9 TT 


[e701 


O96T 
661 
SSé6I 
Lo61 
9S61 
-BAQVT 


TeIOL 





[BIOL 





LS6I 
“9S6I 
:SsOov'y 





oS 
N 
cen 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


SIL ‘S16 


Log ‘$09 
E82 ‘S61 
62€ ‘OI 








£62 ‘IST 
BS ‘ZZ 


PES ‘92, 
99 





096 ‘FZ 
090 '2z 
ose ‘TE 


[== 


699 ‘128 
‘6FI 
VEZ ESE 


02g ‘829 ‘T 


000 “009 ‘T 


L989 “Lbb 


SE ‘EOF 
129 ‘VG 
889 ‘6I 


626 “CST 


088 ‘LP 
¥99 “62 
680 ‘T 





OFF ‘¢ 
Ogg ‘TE 


009 ‘ST 
000 ‘29 
008 “8 


GLP +9 


PST ‘Tee 


arr oa 


GLa 4 
Z10 ‘ShI 
PES ‘Z 
99¢ “68T 

















896 *L0Z 


T68 ‘c6 
L¥Z ‘2 
02g ‘eg 
008 ‘bz 





T6T ‘OZ 


168 “C6 








096 “6% : 











1Z0 ‘FI 


[8% °¢ 
086 “ 
O18 ‘F 


P88 ‘OT 














FELT 


ORF ‘IZ 


828 ‘6 
216 ‘8 
6rL ‘Z 


OFS “TZ 


22 ‘OFT 





9ZP ‘60I 





000 O02 


002 ‘F 


268 ‘LZ 
PEE LL 




















iene 


een RNASE UN MOR ne 
micheal ellie latching idapeisiainpied Sooo. ae 
ee eee abiniptigimsiinidheieiphslikicss 
illicit siciepiibis nbklbabibinic > L°61 


aye tr ae 9°6T 








ed oa ane 
ee ie ee eee ~~~” 6961 


:euIBUtg 


T830L 


|nar~----nn--------0------ necro 


6961 
~~~" S961 


aa 


~~" 9961 
‘jeden 

































































——————— — — ——_————_—__—_—_——_—_—__———_——————  ——————— OE —SS=.)-—o»V — = SS o> $s oO 

626 ‘61+ 626 ‘6LE PSI ‘SL 489 ‘891 +06 ‘99 reer were | OSI ‘ST pa eneren --| ono '6 | 99% 6 ee enna REE Y SRS NESE RT PUNO 1810, 

— ee a ons = -_ — a —— eas =a }— Desesteenenatgaiinss ll <atannetattneaiaresapiiaiiitieiis i iialiieemeiinnmaaal a 
a 000 ‘OF reece ee ress ap anataeekieo eee ane pen ewere eo |S nme eR Sens See ee ara ree Ses Sane see ee es | pRStARS SRE RESTON ea sea aTE ee eReeE 0961 
tl 61E ‘TIZ | OOF ‘ZT 009 ‘ST POSE: -- Pre PeEssessteiceteeseeeces Paes: arr eeeeeess i “nical a ee ‘ eehbdeesiiseincieettirce 6°61 
mM 896 ‘08 Geees) - dereetteres | S&F Sy . ~ Pre teesessses Br eae cn tee ee a Seren a eee A oe ee a AT oe 8S6I 
m2 Ow ‘zeT | (268 ‘Lb pec ‘6t | OTe “bI GGT '9g 9 [--nnro enon [ere ee ee ee =e [-osenvercece[orarenenene= porneveseresieesresersene [revercereresevereressensswoesesert 1961 
er nee Pe a ae ee ee eee oe eee ee ee eee eS eee eee ee Ree ee ee eer arg Ye oe 9°61 
= fone ee ens tesla) os ee: re > Loe +s L I 7 _| -puelyey pL 

900 ‘Z2L 998 ‘8 OFF ‘FI lor ‘ses =| 804 £F8 ‘GT | ¥E8 ‘2 022 ‘9 nas. lee reese | eens TBO, 
~ —_ _ — — = oom a — om ies ~ anesueanen vs eee — 
o Sees coe eer Meee 8. Mime ae a ee ee yo eRe ase RG et RET se PRE eee ee ee es oo) ee 0961 
jo=] LI¢ ‘ZI wir. — Pstttt* - sk. ie lla aalea a a <= ieee eee ee per erees 2. seal sales next decegglis -teacheteaigltininbniebrieeiiahdisinta napus: 6S6T 
a ee eee et eee pa | Fiaalaaas 5k ttle ‘oj celebs einhnddciaizitis, jcc ictal, éicivriniaiindainia: @teiacttcancaiekal \indimiatdniiaeiaintahbateliataiicinaitainistintsisiliitaiss 8S6I 
a 68% ‘629 CLI ‘T¢ OFF ‘FI 209 ‘R42, 8ZL 6bE ‘OT SUE +: Pererrerssyss 008 ‘20z eee ene ee eee ee Ne AS eRL ESE ROR TELAT SY yee Ee ERE SA L961 

Pp ne ee enn a ne a aera erase earn Hee ewe lene ere re Sess Pose rESrEresioEerrrers=slreroerssSers[ererrrss=sesierrrerereteeeresess+essreretersesy 9c6I 
jew] smIeULIng 
a = _ a |] — == - mos 
wm 062 ‘TS¢ STI ‘oF L¥¥ ‘18 826 ‘SZ ae fn Peer eresaes bee ane Sean ee een Poe See ee ee eee ee woereeees "1830, 
286% a ih SE Protesneenedsenanonnnn insane nneanen oenanrnneoiamaianonetpbreresneneaproonrmaneesnreensocse ns curiae 0961 
Q 808 "82S FOF ‘bE 929 ‘08 826 “Sz a. ee ee ee ee ee ee | RID talceeipeheaiiiy “i-eciahchabgininssict shabdaitoaactalabiaicnisiniainesicss 5 6961 
> Deena eee gre eee Pere oe eee tee eee wea rE rt nee si=soo== Ree yea— aes Ce ee ee ak ee ee een en ene RO TEER ae 8961 
i eee en Br ne ee nese earn oes RTE ere e hate GSE Kose ae SORE Ror eEE SESE Sete Stes erry s<SeKvelerelrrreverserrrerverehenteresrst Ls6t 
a. wea ee ee ee en ee Eee Teo ee ore ReeReEe ree pea rTaEE Teper ewe ee a ee Te ee ee ee ee ee ee ~""gs6r 

cuepng 
be = ad —|= — = = = = = as = —— = SS ee = a = j|— 7 ha ee ie tele 
ee) b6F 199 009 ‘OTT 002 “E8 ——— eee ee ee 008 “OFT ee ees ee Pee ae 1890,.L 
4 i ogMMn Ba omg een ae pre es an conan 4 Saiphitties Pee teeey Copa eT . 0961 
< 820% —— 8 fees nn ee ee ee ee ne ere tae een eee ere eee rae are ape nae een Sreei rer stressors es : 6961 
S 9€9 ‘198 eee Petes ene- $80 ‘91 goSase yr ssh pseee re es Pengeeneasceeeesisy yess eet FRR  Pieetstr errr es scree tessssetresceserercss “8961 
ou 020 96 ZSb ‘RS 00Z ‘ERs ne re rt fe ne reresesrersisreereres Pa etter ae ee Ee et ee ee Pe ee ae ee eee ee ee Re ee ZS61 
wD i ee aa aa aye Peer eeeesss Ser Wen Pet NESS poor csese ree erer ess eest ise eeeees Cees ae EeeS err ene SERS SeUSTNN ps Sees er Sees sNeere ress eteebetestestrlssseeltes 961 
v4 :soutddyiqd 
a te fs ff meee setae — _ ee ea er 
(ZutyIom 
4S00 yueuldinbe -poom 
uoy{sfnbow | snosue, | 4ueudinbe} sZuyaouw 3ulrpnyoul) soulzuq seqny syed $10}081,], sepyyeA | yueudinbe 41e0A4 pus Ajun0g 
1870, -[9 OSIY «| [eoLOeT -qwegq S100} pue selyy, eiedg 10}0W Sul}VoLy 
euTyqoR WwW 


$c neni eet Naame Acie cai ga caesar 
penulzu0)— (7809 uoyrsenbon) E961 ‘Og aunr Yybno4sy) 996] S1veh snpuazDd ‘ssaaza a4sawod 


130 





— 
ow 
_ 


PROPERTY OVERSEAS 


SURPLUS 


DISPOSAL OF 








L8¥ ‘9 ‘0S 








£18 ‘II 
SEF ‘ZLF 
OTE ‘SRg 
846 ‘209 ‘T 
000 ‘OL$ 


4800 
uoltstnbow 


T830.L, 


900 ‘258 ‘8 


ZOT ‘L¥Z ‘T 


g18 ‘IT 
ZSL ‘S61 


Les ‘696 
000 ‘OL$ 


$1940 


I[8 ‘snoou | jueurdinbe 


-BT]90ST AV 


I ‘S61 ‘F 
000 ‘+ 


[ROLDIA | 








96F “ITE “2 


p18 ees 


queudinbe 
Zulaoul 
-189 
pue uo 
-oOniysu0g 





610 ‘262 ‘ST 


OS ‘e22$_ 


(3UTxIOM 
-poom 
Zulpnypout) 
S{oo3 
ouTqoe Ww 





} 
| 
| 


saqn} 
pue sally 





soulsuy 





(7809 u01tsinbIv) O96] 





FIE ‘99 
LTE ‘SI$ 


syed 
aiedg 





TSS “E28 ‘€ 


SGP ‘IT 


GZ ‘ITS 


| sdoqoery, | 














SIPITYOA 


1010 WW 








| Sen ale 16 | “--"*"~" ee Gene 
ee =n i ii 
<< ob a a as rae ~~" O96T 
ee . eves ares" r ‘hee em 
aes aes ~ 8S6T 
fi Ae Rca Soaete os ree OTe en 7 " Qaor 
Pee ER ne eee ee ee ee ~~" 9S6T 
hla PE ae ee ee >M/VOI 
i a ii “[BIO.L 
Meee et te ee a a eae eee em ~~~" 096T 
is Ts Fcc Set see a Tee ae 
- as ere eee ee eee as ~~" S96T 
f eR eae eth er Orn ar a ~~ LS6T 
ae Lae [Ew aguas 9961 
-UIVUI01 A 
| 


yuauidinbe | 
sulqyeol gy 


IvaA pue AQUNOD 


‘Te “40yy ybnosy) ‘ge6] ‘T ‘une ‘ssaoxra aysawmog 


























=" TROL 


*6QGE) 


FOG 'L6 ‘t IOL FEO ‘T 















686 ‘8&2 ‘z 002 ‘I 1et ar 
. TZ £91 ‘88 GG ‘82 rT ‘ezz w------ 
= 069 ‘Ez | $I oot ‘er = _——. ee ae ~  nnseenene SSTaRASS “"-"1R,07, 
ci POT OFL‘T | Leg ter | 068 ‘995 od i de 169 nae ggg‘) ee . staan 
wm 00'%eET | OFFS GFF ‘667 ‘2 006 ‘TS | 229 ‘Le¢ ' zee ‘969 «=| «CLA ‘ez ; . re ee 0961 
fe ; ; TAnnanan - let 23 “| 002 ‘9¢° senate’ - conicenneaten 6961 
&) 000 “088 | 000 ‘088 <=" : : ; ase == |- - a mma hGccgee a 8961 
= a — | een ae “9°61 
8 . | ge] aa = :euIyO 
ps 8&1 7 ere BRIO TATA ae 
eo SEI 7 OL 
= ; : : - Las “3 Seer “0961 
Ay rere e Lat : ee tane ; Anew teseatea ad ae “-"6S61 
a | | — a = Wate n nal na nnn n- | Goes _ 8S6I 
Jancnennnneas| see dlnn sof aen nse ecaen dl com nann Sead See Tao =e 
a ————= ; | A 
2 000'98 _| te pr wonaen--- se-=e- a , — => | | | -BIpOquiey 
R no=snenes oe eee - it aaa ats i he on 000 98 Sper eee mie 
A, 00098 Setanta “ana ]onnnen nnn a jindvetentasasctiacass 
a Soe oe Yemen 7 F ‘=* oe es ~-------- ee Pees ete ttn a. oa 
. =< = , saan -- Se) 2 ae Ss ee eee 
D peeatieees ---- | paraiae eat ; par ee? - wn a-------]----- Sawcsdlanactnmenuccncc a. en anon 
----|---- ja aseet dock letenaas Bere) 2 es ees -"""""106T 
. =—— = en een aaa 
° G28 “HOE 86 ‘F [nnsene==-="5] orn vgs , — ; ieuung 
4 wae ee ; : 2 Cle COl a ‘iii tietaining. tas ‘ “[8I0,, 
Q 228 ‘b0E$ ~=—s|s gE E> than ik anaes : ~onewodl seieeae ie See Nh ene es eran 5 
oO nme S64 $ : ZIT ‘Z61¢ - s ee | ee ee ae are ~-+=++---- wn ahaits me pbeke weo me 0961 
- Ge ke ae ea pee ood monnecennaneennannnnnsenengege 
A Se ak ee Tene aa 
fn eae = ‘uBysyUBYyZ] Vy 
4800 | (sxay30 | amtnhe:) (Zuryi0om | | ‘er = ee ge ee , ——_———_ 
Uortstinboe | [fe) snosu | yuothdjnba | a |o,-Ppoom | | 
[230 “BTPOOST IY | [BoLsyoe]% = ‘ Surpnpuy) | sousuq | soqny | sqund $10}0B1 ; 
I a | pue uoy | $1004 | | pue sour, | het S10JOVIT, | soaporyea | jUuoUIdINbe | qvaA puv Aujuno 
| | ~Naysu0g | ouryor py SOL | dg | 40,0 Zuljvopy A. O 
Loemelicesigehopee Lee | | | 








‘ 


(#809 Uorpsinbov) O96] 


132 


18 “4opy yOnosy) ‘9gg] ‘I ‘uve ‘ssaoxa SDas1aagc 





133 


RTY OVERSEAS 


“4 


OF SURPLUS PROPE 


DISPOSAL 


Tag 
68Z 
eel 
Log 
R28 


tom 


“GG 


I¢9 


LOF 





60% 





000 * 


000° 


‘THO ‘OT 


“POP L 
“SE 
“REZ 
‘6EF ES 
OSL 


‘ZE8 


N 
oD 
x 





j 
| 


| SbL 




















686 “EZE “S 


FIGS “298 


LPI 2% 
600 ‘68 
869 ‘ZE 
099 “€%2 


(OL 


986 “L89 


Ses “f 
RES “SED 
cas * 












816 “EL 








6¢¢ 
816 ‘EZ LEO ‘ZZ 
6E8 “T 
6E8 ‘TS 

ss & 

. 4 | 


| e989 ‘21 















| ‘ 
#99 ‘FZ° | L*6 ‘900° 
| F6L I8L 
88 62g ‘¢ 
£90 ‘LE 008 “EZ 


OZ8 ‘TIL 











| S78 “OF 
‘ san ‘ 

( 8h | = 
~ 
‘ 

09S "ShZ 

000 ‘002 | 

000 ‘00z \- : 
|- ake 

- ---| ----- 
pp onRowaee 
| 
| 

ee nate rec 
| 

ihe =r 


L | 9F8‘OI0'T 


| 9F8 ‘TE 
| $26 ‘Ez 


| 6248 2 


O80 “TIZ 
“"~) 396 
“""! SIL O1Z 





Be 
"| 829 °F 
=a aan 
__.| 849% 


PER ‘91Z “¢ 


£h6 ‘THLE 


£0 690'T 
006 “LL9 °% 





00S “CK 
000 ‘OZT 


000 “00S 


000 “00S 

















|------=-- 
fone P 
fom ; 
SUIBUJOTA 
See [BIOL 
ect. ee 
ar es “6961 
en Ser tae e en 2. ee 
5 ee eae “-" 206] 
ae i 
| -puBliey.L 
—  ° at ae oe “[B10], 
Se eee, ees 0961 
ae ——— 6°61 
i ae ee ee 61 
; . “"" 196 
ae haga | 9C6I 
:soutddiiqd 
> “"-"TBIO.L 
| : 3 — ae 
nae ; 
| = —— « 
-BIsouopuy 
| 
Se a ee “"" "18907, 
RE hatha ee | 
ee oe “Oe 
eal oot cbanet, ao Soe 


9e6I 
:eqng 





134 DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


Senator Gruenina. The next witness will be Mr. Jonathan Rintels, 
Office of the General Counsel, Department of Commerce, accompanied 
by Mr. Walter Schneider. 

The Department of Commerce is a very important factor in this 
legislation, and we would like to have your views. 

Who is going to testify first ? 

Mr. Rivets. I will proceed if I may, Mr. Chairman. 


STATEMENT OF JONATHAN B. RINTELS, COUNSEL FOR THE 
FOREIGN EXCESS PROPERTY OFFICER, OFFICE OF THE GENERAL 
COUNSEL, DEPARTMENT OF COMMERCE; ACCOMPANIED BY 
WALTER SCHNEIDER 


Mr. Rrntexs. My name is Jonathan Rintels. I am a member of the 
Office of General Counsel of the Department of Commerce, and I have 
served as counsel for the Foreign Excess Property Officer for the past 
6 years. 

Senator GruEeNninG. That ought to make you pretty expert in this 
field. 

Mr. Rintets. Sir, I feel sometimes the longer I serve the less J 
know. 

Senator GruENING. That is a universal experience. 

Mr. Rintrers. At any rate, I would like to express our appreciation 
on behalf of the Secretary for the opportunity which you are giving 
us to appear here and comment on 8. 3154. 

As I am sure is well known to the chairman, the Commerce Depart- 
ment has had the major responsibility in connection with determining 
of whether foreign excess property may be imported into the United 
States, ever since 1949. And this responsibility of course derives from 
section 402 of the Federal Property and Administrative Services Act 
of 1949, which provides that such property may be sold only with a 
condition forbidding its importation except upon the basis of a deter- 
mination by either the Secretary of Agriculture or the Secretary of 
Commerce, depending upon the type of property, that importation 
would relieve a domestic shortage or would otherwise be beneficial to 
our domestic economy. 

On March 22 of this year, the Under Secretary of Commerce, Mr. 
Philip A. Ray, informed the chairman of the Senate Committee on 
Government Operations by letter that the Department endorses the 
desirability of amendatory legislation on the subject of foreign excess 
property, but that we were making some proposals for changes in the 
pending bills. And our position then and now is contained in the 
statement of Mr. William A. White, Sr., who is the Administrator of 
the Business and Defense Services Administration within the Depart- 
ment, to which the responsibility under this law has been delegated. 

That statement, I think, was provided with our letter, and is also in 
the record of the House hearings, and is in the report which the House 
committe filed when it reported the bill to the House. 

Senator GruENING. We will be glad to include this in the record. 

Mr. Rinrexs. I would appreciate it, sir. 
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(The report referred to follows :) 


Report OF U.S. DEPARTMENT OF COMMERCE, BUSINESS AND DEFENSE SERVICES 
ADMINISTRATION, ON OPERATIONS OF THE FOREIGN PROPERTY OFFICE DURING CAL- 
ENDAR YEAR 1959 


On January 15, 1959, the Business and Defense Services Administration of 
the Department of Commerce promulgated Foreign Excess Property Order 
No. 1 (revised). This order restated and expanded upon various procedural 
matters relating to the administration of the Department’s responsibilities 
under section 402 of the Federal Property and Administrative Services Act of 
1949. The revised order revoked and superseded Foreign Excess Property 
Order No. 1, issued on August 23, 1950. 

On June 23, 1959, Foreign Excess Property Order No. 1 (revised) was 
amended to permit importation in bond for restricted use or special processing 
of foreign excess property which would not otherwise be eligible for entry. 
Under this amendment, for example, tires are admitted for recapping to re 
lieve the continuing shortage of recappable carcasses. 

A second amendment effective October 22, 1959, contained three changes in 
the rules. These changes clarified the definition of foreign excess property 
by specifically excluding property of lend-lease origin; redefined the functions 
of certain BDSA officials; and authorized importation without an FEP im- 
port authorization of these kinds of metal scrap for which import duties im- 
posed pursuant to the Tariff Act of 1930 are suspended by law or with respect 
to which no such duties are imposed. 

Concurrently with the issuance of Foreign Excess Property Order No. 1 
(revised) there was also issued as part of the BDSA Manual of Management 
and Operating Instructions, Operating Instruction No. 18. “Foreign Excess 
Property.” 

This 22-page instruction contains the definitions, criteria, and principles of 
the order, assigns duties and responsibilities, and specifies working procedure 
and control records. Appropriate modifications were made as a result of the 
June and October amendments to the order and as a result of several improved 
operating techniques. 

Closer liaison was established and maintained during the year with the 
Bureau of Customs of the Treasury Department. On January 27, 1959, that 
agency issued Special Circular No. 24, which had previously been cleared in 
the Department of Commerce. This circular was directed to the collectors of 
customs and appraisers of merchandise in the customs offices and ports of 
entry. It redescribed the duties and responsibilities of those offices in regard 
to the importation of foreign excess property and explained the new procedures 
made necessary by the revisions in Foreign Excess Property Order No. 1 (re- 
vised). Four supplements to Special Circular No. 24 were issued during the 
year in further clarification of procedural matters. 

As shown in table 1, during calendar year 1959, 286 applications were filed 
requesting FEP import determinations. When combined with the carryover of 
19 cases pending at the beginning of the year and 65 cases which were reopened 
for reconsideration at the request of the applicants, there was a total work- 
load of 370 cases during the year. 

There were 374 actions completed during 1959. This total includes 15 cases 
which are counted twice since they were partially approved and partially dis- 
approved. Of the 374 actions, 272 or 73 percent were disapprovals and 68 or 
18 percent were approvals. At the end of the year 11 applications were await- 
ing disposition. 

Requests to extend the FEP import authorization period beyond the original 
6 months were granted in three cases and denied in seven. The remaining 24 
cases were closed through correspondence. 
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Taste I1—FEP workload and case disposition summary, calendar year 1959 


Number of 


Case workload: cases 
Applications pending (beginning of year) -_---_------------------~_- 19 
Applications received______-_--_~_ data sh gs acta ieiehsies aien ancaa alana alberta 286 
(a908 Peon TOF PECONGUICTA OD 6 onan ee seen seenann 65 
SI ee Seeger eidh or en anmninn sn dnotwokpeifendni ah aqme mgerennaty 


370 
Disposition of cases: 
Approved for— 
ths ce, dia tstes bs chevn hee woegi ee cdcottn that ait tieieey acta meen ant deca 68 
NNN Net aanaaeneseen oan 3 
Disapproved for— 








thsi cotta caseine Guineas neues guia et Mane apa i i cata 272 
I ce aeeceien 7 

ey ee rr ia tects cemnntve én eb. enn he 24 

te ctnmsaeviminincs 1374 
I TORE OE, SORTS sects itiinns mq ates ee ceae seme mom 11 


1 Includes 15 cases partially approved and partially disapproved ; these cases are there- 
fore included twice under actions completed. 

Acquisition cost data on 1959 FEP eases are reflected in table II. As indi- 
cated in footnote 1 to table II acquisition cost was available to the FEPO in 
about one-third of the cases. The balance of acquisition cost was computed on 
the basis of comparisons and estimates. 

Table II shows: 

Acquisition cost of property covered by FEP import applications received in 
1959 was $75 million. 

Acquisition cost of property disapproved for importation was $65 million, or 
87 percent of the total. 

Acquisition cost of property for which FEP import authorizations were issued 
was $10 million, or 13 percent of the amount applied for. 

Acquisition cost of actual entries for consumption was about $3 million, or 
30 percent of total authorizations. 

The low ratio of entries to authorizations in 1959 is due in part to the fact 
that FEP import authorizations issued during the last 6 months of 1959 were to 
a considerable extent not utilized until early 1960. (See table III.) It may 
also be due in part to the fact that holders of FEP import authorizations are not 
obliged to import the property covered by the authorizations and may sell it in 
countries other than the United States if the market is more favorable to such 
sales. 


TABLE II.—Estimated acquisition cost of property included in total applications, 
denials, authorizations, and entries, calendar year 1959 


Estimated acquisition 


Category : cost of property} 
a scegiummrgecthicininte $75, 000, 000 
a  taameohennappuniee $65, 000, 000 

RS BS TS 5) ee (87) 
I Ui hain enn eceni em wena $10, 000, 000 
Re IN OE OREN RID catia dharma (13) 
SE ane $3, 000, 000 
(As percent of import authorizations) --._._._..-._______ (30) 


1Value estimates were derived from: actual figures which were available in % of 
the cases, imputation based on similar property of known value in about % of the 
cases; and by statistical averages for the balance. Estimates are believed to be within 
5 to 10 percent of the actual acquisition cost. 

2 Consumption entries only. Does not include entries in bond for reexport. 


As appears from table III, imports of foreign excess property between Jan- 
uary 1, 1959, and March 31, 1960, amounted to about $514 million at estimated 
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acquisition cost. Of this amount a little over $3 million was imported in 1959 
and about $2.4 million in the first quarter of 1960. 

An examination of unused FEP import authorizations indicates that if past 
utilization rates prevail, about 60 percent of the 1959 authorizations will have 
been entered by the time all 1959 authorizations expire on June 30, 1960. On 
this assumption total consumption entries deriving from 1959 authorizations 
will approximate $6 million. 

The entered value of all foreign excess property currently held in bond for 
reexport is $602,000. Table IV shows the value of this property by year of 
entry for each significant commodity classification. The largest group, amount- 
ing to $163,000 or 27 percent, is composed of production equipment and parts 
which includes generators, grinders, compressors, ete. Motor vehicle parts and 
construction equipment each account for 20 percent of the total. Forklift trucks 
are another comparatively large item, having an entered value of $69,866 or 12 
percent of the total. Next in order of entered value are trucks, 7 percent; 
electronic equipment, 6 percent ; and construction equipment parts, 6 percent. 

The entered value of property held in bond for reexport, based on the average 
returns for the past 3 years from oversea sales, is 7.5 percent of the acquisition 
cost of the property. On this basis the estimated acquisition cost of all the 
property now in bond for reexport would be about $8 million. 

A small quantity of material admitted in bond in 1956 is still awaiting re- 
export as efforts of the importers to find oversea customers appear to have been 
unsuccessful. The largest quantity, 60 percent of the total currently in bond, 
was admitted in 1959. The entry rate in the first quarter of 1960 continued at 
about 1959 levels. 


TasLe III.—Foreign excess property import authorizations and entries, Jan. 1 
1959, through Mar. 31, 1960 


’ 


{In thousands] 





| Motor | 
| Aircraft | vehicles Scrap Tires All All 
| parts | ind | metal! | others | property 
| | parts 
Authorized in 1958 and entered in 1959: 
Acquisition cost ?....-- sa mealenweaaeed Pi cbsateue +h $19 | $170 $189 
Declared value bie pice aerate oie ke ‘ Le 5 | 17 | 22 
Authorized in 1959 and entered in 1959: 
Acquisition cost ?._...-- sails Sent $557 $321 $184 | 1,280 | 533 2,875 
Declared value_.......-.-- 23 | 6 23 | 38 102 | 192 
Total entered in 1959: 
Aquisition cost 2_.....--- ‘ 557 32 184 1, 299 703 3, 064 
Declared value____-- ; 23 6 23 43 119 214 
Authorized in 1959 and entered in 1960: 
Acquisition cost 2 280 1,499 |..... | 570 47 2, 396 
Declared value (1st quarter 3 220 | 17 3 243 
Total entered Jan. 1, 1959, to Mar. 31, 1960 
Acquisition cost 2 > 837 1, 820 184 1, 869 750 5, 460 
Declared value___. ; . ‘ 26 226 23 60 122 457 


1 Includes all imports through October 22 only, when FEP Order No. 1, revised, was amended to permit 
certain metal scrap importation without case by case FEPO authorization. 


? Actual acquisition costs are not available on approximately 20 percent of the FEP entered and therefore 
figures in the column for these items include estimates. 
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As shown in table V, at the end of March 1960 there were 149 separate lots 
of property of which all or part remained in bond for reexport. Of these about 
60 percent were entered during the preceding 12-month period. The remaining 
40 percent represent property entered before April 1, 1959, for which the original 
1-year bond had been extended by authorization of the FEPO. 

There is a large concentration of activity involving foreign excess property in 
a few ports of entry. This is typified by the material in bond for reexport where 
over 90 percent of these temporary entries are handled in four ports. Los 
Angeles with 59 of the active cases accounts for 40 percent followed closely by 
New York with 35 percent. In the past year, however, New York has led with 34 
new entries or 39 percent of the 87 recorded by all ports combined. 


TaBLE V.—Number of entries in bond for reerport as of Mar. 31, 1960 














Ports lst year Bond exten- | Total bond 
bond cases sion cases cases 
ike. ptd erik adnnsindwainquin nie ness nels immanent 34 18 52 
i cieocidaene Gann aseaiaceaonb ae padiicewenaas ace 17 0 17 
isin dain ansletaigaab he ihaiebagintaeidenanhiadaieey 22 37 59 
denon eens beeen fh ck anes besntdusbie sc ddabandwies 6 6 12 
PE abhi Otis 355 pei ged. 3s5s is eke ea eae cae sameees 8 i 9 
ipa datene tars 4entkn etantintnachnakilanan kan eam aaeuid | 87 | 62 149 





Mr. Rintexs. The administration of section 402 has been trouble- 
some in the extreme. There have been sharp divergences between the 
interests of the domestic manufacturers and the professional importers 
occasioned by their directly opposed economic interests, which have re- 
sulted in exposure of our Department to severe criticism from every 
group which believed it was receiving the less favored treatment, and 
in some cases from both groups simultaneously. 

The criteria sunnttael 3 in section 402 have been difficult to interpret 
and apply. The Department placed itself on record to this effect at a 
series of hearings which were held by the Executive and Legislative 
Reorganization Subcommittee of the House Committee on Government 
Operations. These hearings took place in July of 1958 and June of 
1959, and most recently, - March 1, 1960, when H.R. 9996, the House 
counterpart of this bill, 3154, was under consideration by that 
subcommittee. 

The bill was very carefully considered on that occasion. Testimony 
was received from several groups which had substantial interests, in- 
cluding Government agencies, importers, and domestic manufacturers 
and distributors. 

I might add that the witnesses on that occasion were in very great 
degree the same individuals, representing the same interests, w ho have 
had the privilege of testifying at this hearing today. 

Asa result of the evidence which was adduced on that occasion, and 
the deliberations of the subcommittee and of the full House Committee 
on Government Operations, H.R. 9996 was modified to correspond 

rather closely with the recommendations of the Department of Com- 
merce in terms of new criteria for determining or deciding whether 
foreign excess property might be imported. We were then and are 
now critical of the provision of the bill which is pending before you 
under which it would be unlawful to import such property only if the 
respective Secretaries determine that its importation would be in- 
jurious to the economy of this countr y- 
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We testified that the Department of Commerce has no objection 
to importation of foreign excess property if such property would not 
have an injurious impact on domestic production or employment. We 
pointed out on that occasion the difficulty of inter rpreting and implying 
as broad a standard as “injurious to the economy.” 

We also pointed out that the effect of the amendment in the form 
originally proposed—and I refer to both bills in their original form— 
might well be to compel the Department of Commerce to examine the 
entire inventory of Government property likely to be disposed of 
abroad, as well as some already disposed of, which would require in- 
numerable determinations, all of which would have to be updated from 
time to time. Much of this activity would be unproductive. 

In the light of the considerations presented at the hearing, the 
House bill was amended in committee to change the criteria to the 
following form: 





But it shall be unlawful to import such property into the United States after 
such sale or other disposition, unless the Secretary of Agriculture, in the case 
of. any agricultural commodity, fcod, or cotton or woolen goods, or the Secretary 
of Commerce, in the case of any other property, determines that the importation 
of such property would not result in undue loss of production or employment in 
the United States. 

We believe this amendment to be highly desirable and urge your 
committee to make a similar change in 8. 3154. 

The term “undue loss of production or employment in the United 
States” is the subject of discussion in Report No. 1638 of the House of 
Representatives which accompanied H.R. 9996 when it was reported 
by the House Committee on Government Operations. 

The report makes it clear, we believe, that findings based upon the 
statute should take into account not only the significance of the impor- 
tation to the importer and to the industry immediately concerned, but 
also the effect on employment and produe tion in other industries, in- 
cluding possible beneficial effects of the imports. 

We cheese to that, and we welcome this explanation. 

We wish to point out, however, that in measuring loss of production 
or employment in the United States it will be necessary to use the 
particular producing industry as a primary unit of measurement, since 
in an economy as vast and diversified as our own any other yardstick 
would be so speculative and so conjectural as to be of little or no 

value. 

The other changes in the bill are of a technical nature. Many of 
them originated within our own Department. They do not appear 
to be controversial, and in general I would like to take the liberty of 
referring the chairman and the committee to our former t testimony 
for comments on these other proposals. 

We also have a report on our operations and activities during cal- 
endar 1959 which has already been made available to the House com- 
mittee under Chairman Dawson, and we would be very happy to fur- 
nish that to this committee, to the chairman, if it would be helpful in 
any respect. 

Now, I have a few comments on some of the testimony and some 
of the things that have been said here today, and with the permission 
of the chairman I would like to mention a few of those points. 

Senator GRuENING. Go right ahead. 
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Mr. Rinrets. One, I think, involves the position of the Depart- 
ment of Commerce, perhaps as an innocent bystander, but I would 
rather refer to us as a stakeholder in an interpleader case. We recog- 
nize here the conflicting interests of the major contestants. These 
are the domestic manufacturers and the importers. However, there 
are also the interests of the Government and the public to be con- 
sidered, and we consider these to be as important as any other interests. 

We would like to make it clear that the Commerce Department is 
not the policymaker in this activity. The Congress sets the policy, 
and it is the job of the Commerce Department to carry out that policy 
as it understands it. 

Now, I think that the volume of the property is of interest to the 
committee. That has been touched upon in this hearing. Colonel 
Rey has mentioned it. Other witnesses have touched upon it. It may 
be of interest to know that the volume of applications that were re- 
ceived by the Commerce Department during the calendar year 1959 
encompasses $75 million of property in Gov ernment acquisition costs. 

Of course, that does not represent the sales proceeds of the property. 

According to the Department of Defense, as 1 understand Colonel 
Rey’s testimony, about $350 to $400 million of usable property is 
expected to result. from disposals in the current year, and perhaps 
in years to come. 

On this footing we would expect some shrinkage, assuming that the 
current rules of the game continue to apply. But we do not know 
whether the current rules of the game will continue to apply, and we 
think that that is one element which is going to have to be taken into 
account in measuring or evaluating these figures. 

That brings me to the point that the “existence of a law on the 
books, backed up by some regulations, does have a tendency, we 
believe, to hold the problem within reasonable and workable limits. 
There has been testimony previously that of the property sold, about 
10 percent is bought by American purchasers or for the American 
market. 

Now, we have some built-in controls, we think, in the form of sec- 
tion 402 and the regulations of the Department which may have the 
result of holding that figure to the 10 percent level or thereabouts. If 
those restrictions were completely lifted, or greatly relaxed, there is 
no telling what percentage of the property would be bought by or for 
American purchasers. And the fact that it has been 10 percent in 
the past provides no clue in our judgment as to what it might be were 
it not for the existence of a law and some implementing regulations. 

Now, I said a moment ago that we might have to examine the 
entire inventory if the bill were passed in the form in which it was 
pending before this subcommittee. 

And I believe Mr. Kampelman mentioned the problem of the af- 
firmative and the negative. And I would like to explain, if I may, 
why the Department feels as it does on that point. 

The bill 

Senator Gruentne. You prefer “unless” to “if”; is that it? 

Mr. Rrvrers. We prefer “unless” to “if”. If the bill were to read 
with the “if” clause, it would enable any property except where a 
positive determination has been made to come in, and in effect—and 
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I say this as no reflection on Mr. Kampelman or his client—would 
be giving every dog at least one bite, because we would never know 
until the property had been imported that it was here. 

The alternative would be to issue a set of regulations under which 
we would first have to screen or proscribe all property before it could 
be brought in, which we think is not consistent with the will of Con- 
gress as expressed in this version of the statute. 

Maybe I can illustrate that by a case or two. There are all kinds 
of property, we never know what kind of property is going to be 
offered for importation, Mr. Chairman. To some extent it runs 
to pattern. In other cases it doesn’t run to pattern at all. 

For example, without having had a previous request or application 
filed, suddenly we receive an application to import perhaps 200,000 
or 300,000 so-called jerry cans, 5-gallon gas cans. Now, we pass upon 
that. We determine, for example, that there is a single manufacturer, 
And this represents 6 months or more than 6 months of his total sales. 
Were it not for some initial obstacles, some hurdle that the importer 
had to climb or cross, the importer would be in a position to import 
the property and flood the market with it before the Department of 
Commerce was aware of what had happened and could take any 
action. 

Therefore, we feel that there should be a previous control of some 
sort. 

Now, we do not intend to administer this in a manner which is 
harsh or adverse to any group of citizens or businessmen. We feel—— 

Senator Gruenrine. Are you stating an impossibility ? 

When you have conflicting interests, how can you fail to please the 
interests of one group or the other ? 

Mr. RinTexs. Well, in a manner which is not unfair to any group. 
We are citizens, too. And I may say that the policy of the Commerce 
Department has been, as long as I have had anything to do with this 
operation, that all citizens look alike to us. And I hope it stays that 
way. It willif I have anything to say about it. 

But the fact of the matter is we must, in order to have any control 
at all, exercise a previous control. Otherwise, if I may distort an 
old aphorism, we are going to be locking the barn door after the horse 
is in, not after it is out, in this case. 

We feel that with the “unless” language in the bill, we would be able 
to promulgate a series of regulations which could deal with the com- 
mon or garden variety of property. We might be able to set up three 
different types of lists, what we might call a black list, a white list, and 
a gray list. 

Now, as to some, where it was clear that the impact was injurious, 
we could call that the black list. Where it was equally clear that the 
impact would not be injurious, that would be the white list. Anything 
in between would be the subject of individual applications and action, 
based upon consideration on the merits—and this I would refer to as 
our gray list. And I believe that this is feasible within the language 
which the House has proposed in its amendment, H.R. 9996, which we 
are urging upon your committee. 

Senator Gruenine. I would say that you have a very complex and 
difficult task, either under the present legislation or the proposed. 
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How would you determine in a case like this?) We were shown this 

morning a newspaper photograph of a dragline, probably worth a 

ood many thousands of dollars, that had come over as surplus and 
had been sold for $300 to the community. . 

Now, the community evidently was the beneficiary of that bargain. 
What would be the effect on the local manufacturer of this machinery 
who had been accustomed to sell to this community? Would he not 
come rushing up to the Department of Commerce and say, “This is just 
taking business right away from me” ? 

Where would your sympathies lie, with the community that had 
gotten this great Saeaeing or the manufacturer who had been deprived 
of a sale, or the importer who got his commission in bringing this in, 
if he got any? Of course, he couldn’t get very much on that sale. 

Mr. Rrntets. Well, may I point out that, under the present law, the 
criteria are extremely rigorous. The property may come in only if 
it would specifically relieve a domestic shortage. 

This is a very difficult thing to establish; extremely so. Yet this 
represents the considered judgment of the Congress at the time that 
section 402 was enacted. 

The alternative, of course, is if it would otherwise be beneficial for 
the economy of the country. But it is very hard to marry those two 
criteria to each other. And I cannot accept Mr. Nathan’s suggestion 
that “beneficial to the economy” means by an increase of qnean since 
that interpretation appears to be squarely rejected by its companion 
criterion, which is the relief of a domestic shortage. 

Now, I may not have answered the chairman’s question. This, of 
course, as I understand it, was an item of domestic surplus, and 
would not fall within the scope of the present bill. 

Senator GRUENING. Supposing it had been an item of foreign sur- 
plus—it could well have been so. I do not know whether in this par- 
ticular case it was domestic or foreign, but certainly there must be ex- 
amples of similar importations. 

Mr. Rinters. I think we might be compelled to have a quota sys- 
tem under which the importation of single units of property of not 
over a specified value within a certain period of time would be re- 
garded in effect as de minimis, as not having a substantial or undue 
impact upon domestic production or employment. 

I can searcely feel that one unit of an item which might have cost, 
perhaps, several thousands of dollars, is going to create a disturbance 
in the economy, or even in the economy of a particular industry. 

Senator Gruenrina. It might be the difference between one manu- 
facturer going out of business or not. 

Mr. Rivets. It might be the straw that broke the camel’s back. 
I cannot gainsay that. 

Senator GruENING. Especially when we see what a narrow margin 
of profit there is—the manufacturers now seem to be decreasing their 
operations; it isa deteriorating situation. 

Mr. Rinrers. This, of course, may be true, Mr. Chairman. The 
property is, however, presumably secondhand property. The effect 
would not be immediate; it would be indirect or remote. And whether 
it could be absorbed is—well, this is a question of fact, and all of these 
panel questions are difficult to decide; but somebody has to decide 
them. 
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Senator GruEntnG. How much personnel does the Department of 
Commerce have to evaluate this situation / 

How many people would be passing on whether the importations in 
a given field were destructive or not destructive ¢ 

Mr. Rintets. Well, at the present time the operation is neeene 
under the general management of two profesisonals who have a call on 
the services of the 25 industry divisions of the Business and Defense 
Services Administration. Whenever an application is received, it is 
dispatched to the division which has jurisdiction of that product, 
and is considered by the industry specialists within the division, 
who report back to the foreign excess property officer. He in turn 
may consult with counsel or the Assistant Administrator before ar- 
riving at a decision. Decisions are reviewable by an appeals board 
which is completely independent of the agency. 

Senator GruEeNrnc. I should think it would require a very sub- 
stantial staff to administer this property wisely and fairly ¢ 

Mr. Rinrets, It is not easy. 

Senator GRUENING. Because you would have to reevaluate the sit- 
uation every so often, in every industry and for every section of the 
country, would you not? 

Mr. Rrnrecs. We believe that we should evaluate it on a national 
and not on a local basis. In other words, we don’t think shortages 
and other benefit to the economy can be fairly determined on a local 
basis, because there is no way of isolating or insulating the property 
once it is delivered to a particular loc: ality ; ; it can’t be quarantined 
there. 

Senator GruENING. Go ahead. Your testimony is very pertinent, 
Mr. Rintels. 

Mr. Rivets. Well, I think that covers much of what I had to say. 

I would like to point out that under the present section 402 the 
Department has been seriously handicapped—and we have so testi- 
fied on several occasions in the past—in attempting to enforce the 
law, because there are no civil or criminal penalties provided. 

Now, one of the objectives of both bills, the House bill and the 
Senate bill, has been to give us a law which, whatever the criteria 
may be, is a law that everyone will have to observe, because it is a 
law which is susceptible of evenhanded and fair enforcement. 

Senator GruEntne. There was a reinterpretation of the law a 
couple of years ago, was there not ¢ 

Mr. Rinrevs. There was an amendment of our internal regulation, 
and we did at that time publish subsidiary criteria within the frame- 
work of section 402. But that had nothing to do with the subject 
of enforcement, sir. 

Senator GruENntnc. Why was there this change in the regulation? 

Mr. Rivers. We were severely criticized by the House committee 
for a lax enforcement or lax sy stem of determinations, without ade- 
quate research of individual cases, and it was made clear that our 
system for making determinations was not considered adequate. 

Senator Gruenina. Well, you felt that that was a criticism that 
justified your making ac hange i in the application ¢ 

Mr. Rinrers. Yes, sir. 

Senator GruEentne. Well, I am glad to see you are so responsive 
to an indication by a House committee. That is very commendable— 
assuming that the House committee was fully informed. 
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Mr. Rrnvters. I think that is a reasonable assumption, Mr. Chair- 
man. 

Senator GrurNntna. Now, Mr. Schneider, do you want to contribute 
to this discussion ? 

Mr. Scunemper. I have no prepared statement to make, Mr. Chair- 
man. I will be glad to answer any questions you may have. 

Senator GruEeNtina. We very much appreciate your views. This 
is one of the complex problems in government, in which there are 
obviously conflicting interests—not merely two in conflict, but really 
three. 

I am very glad to see that you included the public in the elements 
to be given consideration. And it is a difficult problem, and I know 
the committee will give it very, very careful study and try to come 
up with as equitable a solution as we can find. 

Our next witness will be Mr. George Mullins, of the Bureau of the 
Budget. 

Mr. Mullins, do you have a prepared statement ? 


STATEMENT OF GEORGE MULLINS, BUREAU OF THE BUDGET 


Mr. Muiurns. I do not have a prepared statement. I am here to 
answer any questions on the bills. 

Senator GrueNinG. We received a letter from Mr. Phillip S. 
Hughes, Assistant Director for Legislative Reference, to the mae 
man of the committee on this subject. That letter more or less states 
the Budget’s opinion on these various bills. 

Mr. Muturns. You have our reports on all of the bills which have 
been discussed today. I think that it might be of some use to you if 
I summarized some of the basic thinking that has gone into our 
position. 

We feel that a common thread of thinking fundamental principles 
has gone into some of these reports. 

Senator GruENING. We would be very glad for you to do that. 

Mr. Muturns. Some of them have been very well stated, I think. 

In the first place, we need to keep in mind that this property be- 
longs to all of the people in the country. No one group has any 
vested right to it. The importers paid their taxes as well as the 
people who manufactured the property, the people who sold the 
equipment, and the general public. Even though the Government no 
longer has a need for the property, it still has a responsibility for see- 
ing that it is properly distributed. 

That has several overtones. For one thing, we would be concerned 
with any effect that legislation might have upon the amount of money 
received by the Government when property is sold. If opportunities 
for competition are cut down, the prices that we might expect to 
receive would be less than if there was free and open competition. 

A second general principle that has concerned us is that the ad- 
ministrative cost of these donation operations can be significant. Those 
costs can appear in various ways. If we spend too much in terms of 
administrative time, in just paperwork or in the process of detailed 
analyses for property allocation of donated property, it is impossible 
to spend more in administrative dollars than the whole operation 
would be worth even to the beneficiaries of the property. We don’t 
have an unlimited margin to operate from. 
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A third point which has concerned us is the effect of a no-reimburse- 
ment or donation policy—how people think when they get somethin 
without paying for it. This is just as true sometimes within the 
Government, or perhaps it is a universal human characteristic. It 
is something that should not be controlling, but should be a factor that 
gets its proper weight. 

Senator Gnu ENING. You are expounding the philosophy that peo- 
ple that receive gifts do not appreciate them as much as if they make 
a contribution themselves; is that it ? 

Mr. Muuiins. I am saying that property can be distributed or 
maldistributed, you might say, partially as a result of not having 
proper appreciation for its value. That does not mean that we are 
opposed to the donation programs, however. 

A fourth point is the difficulty of distinguishing between the very 
large number of worthy purposes which would like to obtain author- 
ity to get donations of surplus property. There have been, as you 
know, a very large number of such bills introduced every year, and 
they cover a very wide variety of purposes. It is not feasible or prac- 
tical to consider one of these purposes all by itself. They must be 
considered in total. If one worthy purpose is involved, then why not 
another one ¢ 

Finally, I would make one general observation which perhaps is 
applicable mostly to the bill that would permit donations of foreign 
excess property to organizations overseas. Our position has been 
influenced to a considerable extent by the lessons learned over the 
years in administering donation programs. I am now speaking of 
the Government as a “whole, and not just my agency. To a large 
extent our suggestions on those bills were motivated by a desire to 
have the oversea donation program, if such legislation is passed, 
conform to the same general principles and administrative arrange- 
ments as have been tested and edeeti in our domestic programs. 

I believe those are all of the general comments I have to make. If 
you have questions on any of the bills, 1 will be glad to answer. 

Senator Gruentnc. What is the Bureau of the Budget’s attitude 
toward 8. 3154¢ Do you favor its enactment ? 

Mr. Mutuins. S. 3154 and its counterpart in the House, H.R. 9996. 
We do not object to that bill as it is drafted. However, we are aware 
of the problems which the Department of Commerce has mentioned 
which are of an administrative nature. 

The issues have been narrowed down to two: One of them being 
whether we use the word “if” or the word “unless”; and the other 
issue being whether we base decisions on the overall economy or on 
some more specific criterion such as employment or production. 

We can understand that it would not be feasible for a small staff 
in the Department of Commerce to make an economic survey every 
time one of these imports is proposed—the cost of doing that would 
make the whole idea impracticable. 

We believe that if the Department of Commerce is able to devise 
the three kinds of lists which Mr. Rintels mentioned a few minutes 
ago, a black and a gray and a white, as he termed them that a large 
part of this difficulty can be removed, and that it will be possible to 
accomplish an equitable decision on these cases. We believe that is 
very important, however, that such a hist be devised. 
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Senator Gruenina. The Bureau favors the amendments ? 

Mr. Mututins. Yes, we have no objection to the amendments. 

Senator GruENING. Do you favor them ? 

Mr. Muuuins. No, we have not taken a position of favoring them. 

Senator GRUENING. You have no position one way or the other? 

Mr. Mutuins. We have not attempted to select between the two 
versions. 

Senator GRUENING. In other words, you are neutral on the 
legislation ¢ 

Mr. Muxuins. We are neutral on those amendments; we are not 
neutral on the need for a bill. We believe that other features of the 
bill, particularly the enforcement aspects, are quite important. 
There is a need for providing the Department of Commerce with 
some workable tool for enforcement. And the bill does do that. 

Senator GrueninG. Has the Bureau of the Budget any figures on 
the costs of administering the program ? 

Mr. Muuurns. No, we do not. 

Senator GrueninG. Do you think that that is an important factor? 

Mr. Mutuins. I would say it is a very important factor. However, 
I would say that administrative costs alone would not permit a good 
decision. ‘There is also a need in evaluating this legislation to make 
the best possible estimates of the volume of property that might be 
expected to come in—the potential effect of it in terms of volume of 
roperty—and balance that off against the cost of administration. 

‘here are some other factors, also, such as the possible effect which 
restrictions might have upon the prices which the property would 
bring if the Government sold it. These factors all involve economic 
interests of the Goverment that should be weighed. 

Senator Gruenine. Mr. Shriver has a couple of questions. 

Mr. Suriver. In that connection, Mr. Mullins, the report you gave 
the committee this morning fully states the position of the Bureau 
and the on ration ¢ 

Mr. Mutuins. Yes, it does. 

Mr. Sumreus. Do you wish to comment on the other two bills, 
S. 2725 and S. 2732, which provide for the disposal of excess property 
abroad ¢ 

Mr. Mutuins. Yes. We have considered 8S. 2725 and S. 2732, as well 
as a third version, which has been introduced in the House under H.R. 
11437 and H.R. 11463—two identical bills which have been introduced 
subsequent. to the two Senate bills. We have no objection to the basic 
idea of authorizing donations of foreign excess property as these 
bills propose. As you have recognized, most of our comments on 
these bills are of a technical nature, “intended to make them more work- 
able from an administrative standpoint. 

Our basic question on these bills would be how much volume there 
might be. We think that foreign excess property should not be made 
available for donation until reasonable measures have been taken to 
assure that it is being utilized to the maximum extent in all Federal 
programs. 

In other words, if the ICA or any other oversea agency of the 
United States has a need in its own programs for this property, 
then it should be claimed and used, as Mr. Dreany mentioned, as a 
part of‘the regular authorized programs of foreign assistance. Only 
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when there is a proper authorized need that cannot be met out 
of ICA’s own programs, should we resort to the donation device. If 
there are too many different kinds, or different channels through 
which property can flow in a foreign country, it is possible for errors 
to occur and for problems to arise in coordinating all of these different 
channels through which property can be acquired. 

So I would think that we should concentrate our efforts on utiliza- 
tion within the Federal Government, and then use the donation device 
after that. But, we have not been able to find a good way of estimat- 
ing how much property would fall in that category, after maximum 
utilization by U.S. agencies as I have described. 

Mr. Suriver. You indicated in your comments that certain stand- 
ards be set up. Now, who would administer this program overseas? 
The State Department ? 

As you know in this country we have the Department of Health, 
Education, and Welfare which administers the program. 

Mr. Muuturns. The way these bills have been drafted, the President 
could assign that responsibility to any agency that he desired. 

Now, I would think that the responsibility assigned, might be to 
the ICA in some countries, but I am not sure that that would be uni- 
versal. There may be countries where it would not be feasible for 
the ICA to administer the program. In other words, there would be 
a need for some flexibility, depending on the circumstances of the indi- 
vidual country. 

Mr. Suriver. And that agency would be responsible, then, for estab- 
lishing the standards ? 

Mr. Muturns. As we would look at it, the responsibilities of that 
agency would be closely comparable in its responsibilities to those 
exercised by the Department of Health, Education, and Welfare with 
respect to the domestic donation program. 

Senator GrueNninG. Thank you very much, Mr. Mullins. We appre- 
ciate your testimony. 

We have now a statment from Senator Hubert H. Humphrey on 
S. 2725 and S. 3154. 


STATEMENT OF HON. HUBERT H. HUMPHREY, U.S. SENATOR FROM 
THE STATE OF MINNESOTA 


Mr. Chairman, I appreciate being given this opportunity to testify 
before this subcommittee in support of two of my bills which are 
among those being considered at this hearing. 

The first of these bills, S. 2725, is designed to establish sound pro- 
cedures to encourage the donation of excess U.S. Government property 
for educational and health purposes in foreign countries. 

The present law unfortunately restricts the donation of foreign 
excess property in such a way as to greatly hamper the effectiveness of 
the program. 

The purpose of the legislation which I am offering at the present 
time will be to permit this property to be donated where it would do 
the most good. 

As chairman of the International Health Study of the Senate, I 
have been keenly impressed by the work that private voluntary organi: 
zations—lay and spiritual—are doing overseas in contributing to the 
health of the people of the world. 
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Anything which can be reasonably further done to enable these 

rivate organizations to do a still better job overseas is, in my judg- 
ment, within the national interest. 

Certainly the sound donation of property which cannot any longer 
be used with profit by a Federal Government agency is in the national 
interest. 

I am thinking now, for example, of America’s great religious organ- 
izations. W ith dedic ation, zeal, and sacrifice, they have given of them- 
selves selflessly in serving educ ation and health needs overseas. Their 
work is truly God’s work. 

Let me say that leaders of America’s churches have cooperated very 
closely with our Senate health study. They have, for example, gra- 
ciously compiled documentation as to the enormous extent to w hich « our 
churches have served the cause of health oversea 

Let it be noted that this legislation establishes careful safeguards, 
so as to make sure that the interests of America’s taxpayer are not in 
the least bit slighted. No donations will be made carelessly under this 
legislation. On the contrary, they will be made under systematic 
procedures which, we hope, will serve the interests of America’s tax- 
payers and our deep-felt humanitarian interests as well. 

The second bill I wish to diseuss is S. 3154, which Senator Engle 
and I have introduced and which is now before you. 

Senator Engle and I joined in sponsoring S. 3154 because it had be- 
come clear to us that small businessmen and consumers were being un- 
fairly discriminated against by the Department of Commerce under 
section 402 of the Federal Property and Administrative Services Act 
of 1949. 

L know something about section 402. I was a member of the Senate 
Committee on Government Operations when section 402 was enacted 
as part of the 1949 act. I know, and every other member of the com- 
mittee at that time knows, that section 402 was written into the Fed- 
eral Property and Administrative Services Act for one specific pur- 
pose. It was to continue in effect certain provisions of law which were 
designed immediately after World War II to assure that the American 
economy would not be flooded with vast quantities of military surplus 
items then being stored in our foreign bases. We did not intend this 
provision to prohibit or interfere with the orderly and reasonable im- 
portation into the United States of surplus property which was clearly 
needed by the American citizens and American businessmen. We in- 
tended it only as a source of standby authority to guard against the 
possibility of serious injury if both the economy and the importation 
of foreign excess property got out of hand at the same time. 

I was ‘disappointed, Mr, Chairman, to learn of the manner in which 
the Business and Defense Service Administration of the Department 
of Commerce has recently interpreted and applied section 402. 

The present law ee that foreign excess property may be 
imported when the Secretary of Commerce determines that the impor- 
tation will relieve domestic shortages or otherwise be beneficial to the 
national economy. As I understand what has happened, the BDSA, 
acting for the Secretary, without any change in the law, began to in- 
terpret the word “shortages” and the word “beneficial” in so restric- 
tive a manner as to almost completely exclude the importation of this 
surplus material. I was surprised also to learn that the BDSA, in ad- 
ministering the law, has given no consideration to the longstanding 
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and often-expressed desire of the Congress that the Government max- 
imize its return on the disposition of surplus property. It seems obvi- 
ous to me, Mr. Chairman, that getting more money for the U.S. Treas- 
ury on sales of surplus is in itself something completely beneficial to 
the economy. 

All of these factors have convinced me, Mr. Chairman, that legis- 
lation such as S. 3154 must be enacted. It seems clear to me also, in 
view of the apparent ease with which the Department of Commerce 
has missed the intent of Congress and changed the entire meaning of 
the law by its regulations, that any amendment of the law should be 
sufficiently specific and direct in its language so as to leave no latitude 
for further misinterpretation by the BDSA. 

The bill now before you, Mr. Chairman, will correct the existing 
inequities and provide clear guidelines for administration of the law 
by the Department of Commerce. The Secretary of Commerce would 
have full authority to prohibit the importation of any item if he deter- 
mines the importation would be injurious to the domestic economy. 
At the same time, the small businessmen interested in imported for- 
eign excess property, could bring the property into the United States 
with a minimum of redtape, delay, and expense, except for those 
particular items of surplus with respect to which the finding of injury 
has been made. 

I very much appreciate the opportunity to appear before your sub- 
committee, Mr. Chairman. I respectfully urge that these two measures 
which I have discussed today be favorably considered this session. 

Senator GruenrneG. I wish to insert in the record also, with respect 
to S. 3288, a letter dated May 26, 1960, addressed to me by the dis- 
tinguished senior Senator from Washington, Mr. Magnuson, urging 
favorable consideration of this bill, a letter dated May 27, 1960, to 
Senator Magnuson from Milo Moore, Director, Department of Fish- 
eries, State of Washington, and a telegram dated May 26, 1960, from 
Mr. Moore, both urging favorable consideration of S. 3288. 

We will keep the record open for a week, so that those data which 
have been requested may be submitted, and for ariy other statements. 

The hearing is adjourned, subject to the call of the Chair. 

(Whereupon, at 4:33 p.m., the special subcommittee adjourned, 
subject to the call of the Chair.) 











APPENDIX 


U.S. SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
May 26, 1960. 
Hon. ERNEST GRUENING, 
Chairman, Subcommittee on Donable Property, 
Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Deak SENATOR: S. 3288, a bill to amend the Federal Property and Administra- 
tive Services Act of 1949, to permit the disposal of certain surplus property to 
State fishery agencies, is of great importance to my State, Washington. 

I introduced this proposal at the request of the director of the Washington 
State Department of Fisheries. They are in need of vessels, equipment, ma- 
terials, or other supplies which could be used for exploratory fishing, the en- 
forcement of State conservation laws in coastal waters, or in the propagation 
and rearing of migratory fish. The enactment of S. 3288 will be of great assist- 
ance to the department in securing this surplus property and equipment. 

It is my hope that the subcommittee will give favorable consideration to 8. 
3288. 

Sincerely yours, 
WARREN G. MAGNUSON. 


STATE OF WASHINGTON, 
DEPARTMENT OF FISHERIES, 
Seattle, Wash., May 27, 1960. 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Senate Office Building, 
Washington, D.C. 

DeaR SENATOR MaGnuson: Regarding our problem of obtaining a higher 
priority for surplus supplies and materials that can be used in facilities for the 
production of high protein, uncontaminated food in the event of a national 
emergency, we feel our activities in this field place us in an equal position with 
schools, institutions of higher learning, and the Bureau of Commercial Fisheries 
as being important to the civil defense program. 

We need steel building materials, trucks, pipe and fittings, but find schools 
are allocated these items because of higher priority. The Bureau of Commer- 
cial Fisheries has a high priority for allocations through the General Services 
Administration, but this department must take the leavings after the more 
desirable low-cost items have been allocated to higher priority using agencies. 

Surplus materials help us to produce salmon at a much lower cost, and it is 
only through our efforts that the stocks of anadromous and marine fishes are 
being maintained in this State. The Bureau of Commercial Fisheries has very 
little to do with the actual perservation, utilization, and production of marine 
fisheries resources in any of the States, and we believe our civil defense potential 
is far greater than the Bureau of Commercial Fisheries on the Pacific coast. 

We feel the State fisheries agencies have control over the only sources of high 
protein, uncontaminated food in event of nuclear attack and that we contribute 
to these marine fisheries resources through our hatcheries, fish farms, and man- 
ae techniques which provide for optimum production without impairment 
of supply. 

Federally financed irrigation, reclamation, and power projects have deleted 
and reduced fishery values. 

Indian tribes under Federal jurisdiction have depleted salmon-producing 
streams which contribute to this reservoir of available marine fishery resources. 
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In order to assist in bringing this pool of protein food to fullest possible 
levels of availability, the Federal Government should make low-cost surplus 
materials available to us on a high priority. 

It is our belief that only State fisheries agencies such as ours can make this 
high protein, uncontaminated food available in event of national emergency, 
Certainly our efforts and contributions will be equal to the health, welfare, 
training, and stockpiling efforts of schools, institutions of higher learning, and 
the Bureau of Commercial Fisheries. 

Sincerely, 
Mito Moors, Director. 


STATE DEPARTMENT OF FISHERIES, 
Seattle, Wash., May 26, 1960. 
SENATE INTERSTATE AND FOREIGN COMMERCE COMMITTEE, 
Senate Office Building 
Washington, D.C. 
(Attention: Mr. Harry Huse). 

The Washington State Department of Fisheries heartily requests your sup- 
port of the Senate bill 3288 (surplus property for State agencies) at the 
June 1, 1960, hearings. We urge Senator Magnuson to assist in its passage. 

MILo Moore, 
Director, State Department of Fisheries. 


AMERICAN ORT FEDERATION, 
New York, N.Y., June 7, 1960. 
Hon. JoHn L. McCLELLAN, 
Chairman, Senate Committee on Government Operations, 
Washington, D.C. 
(Attention : Mr. G. K. Shriver). 

Dear SENATOR McCLELLAN: We are grateful that you have kept the record 
open on the proposed bills on surplus property overseas to afford an oppor- 
tunity to the American ORT Federation to present its statement. 

The American ORT: Federation is a Jewish voluntary agency organized 
for the purpose of establishing, supporting and maintaining programs of vo- 
eational training throughout the world. ORT stands for organization for 
rehabilitation through training. The aim of our agency is to provide educa- 
tion in modern industrial skills and trades to people who would not, because 
of their circumstances, otherwise have access to such training facilities. 

This purpose is implemented through a network of vocational high schools 
for youth, adult courses, training activities for refugees, much of it in con- 
junction with the U.S. refugee and migration section and similar programs, 
At present, such activities are carried on in 19 countries, chiefly in North 
Africa, the Middle East and Europe. Financial support to these training 
activities depends primarily on voluntary philanthropic contributions. We are 
affiliated with the American Council of Voluntary Agencies for Foreign Service, 
Inc., and registered with the Advisory Committee on Voluntary Foreign Aid. 

We strongly favor the constructive utilization of Government excess property 
as outlined in S. 2725 and S. 2732. We regard the proposed legislation to be a 
valuable extension of the U.S. excess property disposal program. We believe 
that making such overseas excess property available to American voluntary 
agencies with overseas programs could be undeniably helpful in the operation 
of such programs. 

In addition to this excess property in overseas countries, we are aware that 
there exists in the United States stockpiles of excess property, including tools 
and machinery of a type that would be useful in vocational training schools. 
We respectfully request that consideration be given to finding some way to 
make such supplies available to voluntary agencies for use in their overseas 
activities. Such action would provide welcome assistance to the work of these 
agencies and redound to the greater welfare of the individuals and the com- 
munities they serve. 

Sincerely yours, 
PAUL BERNICK, Heecutive Director. 
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Personal property received by State surplus property agencies for distribution to 
public health and educational institutions and civil defense organizations and 
real property disposed of to public health aand educational institutions, Jan. 1 
through Mar. 31, 1960 (in accordance with sec. 203(0), Public Law 152, 81st 


Cong. as amended) 
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ELECTRONIC INDUSTRIES ASSOCIATION, 
Washington, D.C., May 31, 1960. 


Hon. JoHN L. McCLecian, 


Chairman, Senate Government Operations Committee, 


Senate Office Building, 
Washington, D.C. 


Dear Sir: This letter is submitted on behalf of the Electronic Industries 
Association, the national association for American manufacturers of electronic 
equipment, tubes and components, in opposition to the enactment of S. 3154 and 
all similar bills proposing to amend section 402 of the Federal Property and 


Administrative Services Act of 1949. 
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Specifically, S. 3154 is designed to amend the existing procedure which insures 
that foreign excess property disposed of overseas by the U.S. Government is not 
imported and dumped on the American market to the injury of the economy of 
this country. 

Frankly, we are at a loss to understand the reasoning behind a proposed relax- 
ation in present law. As administered, the law appears to have worked well 
and has prevented the dumping of foreign excess property disposed of overseas 
on the American market to the detriment of American industry. 

The Government certainly has nothing to gain by permitting foreign excess 
property to be returned to this country by the purchaser. The price received by 
the Government will be the same whether the item sold remains Overseas or is 
returned to this country. The profit to the purchaser might easily be increased 
if he can sell in this country foreign excess property which he has acquired, but 
it is hardly reasonable to expect him to pay more to the Government in anticipa- 
tion of receipt of approval to sell the property in the United States. 

The Government presently has authority to return to the United States for 
disposal foreign excess property which, in its opinion, will bring a larger return 
here. If a more favorable market is available in this country, we feel the 
Government should be the beneficiary. 

You are aware of the fact that the Government already disposes of billions 
of dollars worth of surplus property in this country each year. Much of this 
enters the distribution system in competition with normal commercial suppliers, 
representing both small businesses and large. 

Some degree of control is maintained over the domestic surplus disposal pro- 
gram through consultation with the Department of Commerce. Although §S. 
3154 provides a degree of control over the importation of foreign excess prop- 
erty, we feel that it will be considerably more difficult for the Secretary of Com- 
merce to make a logical determination that the importation will be “injurious 
to the economy of this country” than the present criteria that the importation 
“relieve domestic shortages or otherwise be beneficial to the economy * * *.” 

Even if it is not conceivable that importation would be “injurious to the econ- 
omy of the country,” it is easy to picture the importation of specific products 
which might be highly injurious to one industry or segment thereof. 

Many American industries already are facing severe competition from im- 
ported products produced in countries with low wage levels. This situation can 
only be aggravated by opening our ports to an unknown quantity of foreign 
excess property. 

It is the feeling of the Electronic Industries Association that the provisions 
of S. 3154 are contrary to the best interests of the economy of the United States, 
We urge defeat of this legislation and continuation of the present procedures 
relating to the disposal of foreign excess property in this country. 

It is respectfully requested that this letter be made part of the records of the 
hearings on 8. 3154. 

Sincerely, 


DISPOSAL OF SURPLUS PROPERTY OVERSEAS 


L. BERKLEY Davis, President. 


STATEMENT OF REv. Ove R. NIELSEN IN BEHALF OF LUTHERAN WORLD RELIEF’ 


Lutheran World Relief is concerned about one section of a bill (S. 2732.) before 
your committee which would amend the Federal Property and Administrative 
Services Act of 1949 to permit the donation of foreign excess property to medical 
institutions, hospitals, clinics, health centers, schools, colleges, and universities. 

Specifically, LWR favors deleting the priority stipulation listed on page 3, 
lines 1 to 6, of S. 2732. 

Lutheran World Relief favors the deletion of the priority stipulation because 
of its conviction that the primary criteria should be the need for the excess prop- 
erty and the facilities for its proper utilization, in the best interest of education 
or public health services. An added reason for this point of view is the fact that 


1 Lutheran World Relief is an incorporated agency that has served the National Lutheran 
Council and its ee churches in the field of oversea material aid since its incep- 
tion in 1945. Since 1953 it has had the active cooperation of the Board of World Relief 


of the Lutheran Church—Missouri Synod. The General Relief Committee of the Wiscon- 
sin Evangelical Lutheran Synod encourages Wisconsin Synod congregations to channel 
gifts of clothing and other articles to Lutheran World Relief warehouses. 

The baptized membership of the churches mentioned above was 8,023,905 in 1958, the 
most recent statistical year. 
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in a number of countries the selection of groups under the priority stipulation 
would quite possibly lead to the awarding of property to minority groups, even if 
they cannot use it most effectively. This could easily result in manifest resent- 
ment on the part of comparable majority groups within the country, which, at 
this point in our Nation’s affairs, would be very undesirable. 


U.S. SENATE, 
Washington, D.C., June 3, 1960. 
Hon. JoHN L. MCCLELLAN, 
Chairman, Government Operations Committee, 
US. Senate. 

Deak JOHN: A number of manufacturing concerns in my State have written me 
concerning H.R. 9996, the foreign surplus property bill which was recently 
reported from the House Government Operations Committee. I understand the 
pill would relax present controls on Public Law 152 and will release a flood of 
foreign-generated Government surplus construction equipment on the domestic 
market. This would have a damaging effect on business and incomes in eastern 
Iowa, and for this reason I wish to register my vigorous objections to the bill, if 
it comes over from the House. 

With best wishes and best personal regards, I am, 

Sincerely yours, 


Tuos. E. Martin. 


STATEMENT OF REV. FREDERICK A. McGutre, C.M., EXECUTIVE SECRETARY OF THE 
MISSION SECRETARIAT, NATIONAL CATHOLIC WELFARE CONFERENCE 


Mr. Chairman, my name is Frederick A. McGuire, and I am the executive sec- 
retary of the Mission Secretariat at the National Catholic Welfare Confer- 
ence. The Mission Secretariat is a bureau established by the Roman Catholic 
Bishops of the United States to coordinate the work of all Catholic U.S. foreign 
missions. 

I wish to speak in favor of 8S. 2725, introduced by Senator Humphrey, and 8. 
2782, introduced by Senators Hart and Bartlett. I believe these bills which seek 
to amend the Federal Property and Administrative Services Act of 1949 would 
benefit U.S. foreign policy and would make possible a definite increase in edu- 
cational and health services now provided in many oversea areas by missionary 
groups of many denominations. 

It is well known that private nonprofit organizations, operated by a variety 
of religious denominations and other charitable but nonaffiliated organizations, 
conduct extensive educational and health activities among the indigenous peo- 
ples of many lands. Financial aid for the maintenance of these operations comes 
in great part from the voluntary donations of the American people. There is, 
obviously, a limitation to the amount of funds available for such work. Any ad- 
ditional help to these agencies will not only expand the scope of these charitable 
endeavors but most certainly will create a reservoir of good will for our country. 

Under the law as presently written and despite the disposal program of the 
Department of Defense, very little in the way of surplus property has been made 
available to these charitable agencies. 

If these bills S. 2725 and S. 2732 should be passed into law, I believe a signifi- 
cant increase in donations of surplus property would come about and as a result 
there would be a significant enlargement of services to the needy without regard 
to race, color, or religion. 

I would like to relate to the subcommittee some practical experiences wherein 
surplus American property would greatly benefit health and educational activi- 
ties in foreign countries. 

I spent 18 years in the Far East, in China mostly, and traveled widely. Dur- 
ing the past 10 years I have visited Africa, South America, and the islands of 
the Pacific. So I happen to know what the problems are not only of Catholic 
missionaries but all other religious denominations. 

It was my privilege to direct the Catholic welfare activities in China from 
1946 through the takeover of Shanghai in 1949. I worked in close coordination 
with United China Relief, the Mennonite Service Committee, the American Red 
Cross, and so forth. 
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At the end of the war, the Army had great supplies of attabrine and anti- 
malarial drugs in Ghana which they did not want to return to this country. They 
turned these over to the missionaries. That attabrine actually kept the young 
men and the young women in school for the next 5 years, because malaria was 
almost 100-percent endemic in that part of the world among the young people. 
I received a letter in 1950 asking me to provide some antimalarial drugs so that 
these people could continue to go to school. If they did not have that drug, they 
would be absent at least 3 out of 5 class days. 

In the islands of Oceania and New Guinea, which suffered so badly in the 
last war as a result of bombings and invasions, a great deal of surplus was left 
on the bases. The metal from the old airplanes and old quonset huts forms the 
support for the concrete schools which have been built since that time. 

In the Carolines and Marshalls, an area which would be benefited by the 
enactment of these bills, missionaries, Protestant and Catholic alike, are carry- 
ing the burden of education and health services. Presently it is not possible 
to hand over the surplus which exists on Guam to these islands for these 
services ; these bills would provide for that. 

Any surplus property donated to voluntary agencies would be given the best 
of care and would be used over and over again for the benefit of the poor and 
distressed of these less-developed areas. May I repeat what I stated in the 
beginning; that is, the prestige of the American people and their Government 
would be greatly enchanced by using these voluntary agencies as a “people to 
people” approach, The voluntary agencies already have won the confidence 
and respect of these people. They understand the culture of the areas and, 
therefore, are careful to treat the people with respect, permitting them to retain 
their dignity, no matter how poor they are. 

This concludes my statement, Mr. Chairman. I hope I have been of some 
assistance to the subcommittee in its deliberations on the proposals which would 
provide good, usable property for health and education activities abroad. Thank 
you. 
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DIVISION OF FOREIGN MISSIONS, 
NATIONAL COUNCIL OF CHURCHES OF CHRIST IN THE U.S.A., 
New York, N.Y., May 31, 1960. 
Senator ERNEST GRUENING, 
Chairman, Subcommittee on Donable Property, 
U.S. Senate Committee on Government Operations, 
Washington, D.C. 

My Dear SENATOR GRUENING: I wish to acknowledge with thanks your letter 
of May 24, which reached my desk just before the long weekend of Memorial 
Day. 

For your information and inclusion as a part of the record of the hearings 
of your subcommittee, I am enclosing herein the statement which the executive 
board of the division of foreign missions of the National Council of Churches 
has approved. This statement, as you see, gives views that such a distribution 
of excess foreign property should be on a government-to-government basis; that 
the recipients should be judged on the basis of need by the institutions for this 
property; that the need to be met and the quality of the services rendered 
should be determining factors; and that all institutions established and sup- 
ported by U.S. citizens should receive equal treatment with other “nonprofit, 
charitable, or eleemosynary public or private institutions.” 

The bill S. 2725, is in line with the basic considerations indicated above, 
namely, that such property donations should be on a government-to-government 
basis and no discriminatory provisions should be made in favor of Institutions 
established and supported by U.S. citizens. 

On the other hand, it is our opinion that bill S. 2732 contains certain restric- 
tions on the donation of foreign excess property which the executive board of 
the division of foreign missions cannot support. 

For your information, the foreign missions boards of the division of foreign 
missions in 1958 expended overseas $53,634,876. The total U.S. Protestant 
missionaries serving overseas in 1958 numbered 24,284, of whom 10,977 were 
related to boards of the division of foreign missions of the National Council of 
Churches. 
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May I request that this letter and the enclosed statement be incorporated in 
the record of the hearings on these bills. 
Yours respectfully, 
LUTHER A. GOTWALD, 
Executive Secretary. 


A STATEMENT BY THE EXECUTIVE BOARD OF DIVISION OF FOREIGN MISSIONS, 
NATIONAL COUNCIL OF THE CHURCHES OF CHRISTIN THE U.S.A. 


Subject: Bills proposed in the Senate and House of Representatives regarding 
the donation of foreign excess property for educational and health purposes. 
The executive board of the division of foreign missions of the National 
Council of Churches deems it commendable that steps be taken by the U.S. 
Government to donate foreign excess property where it can effectively meet the 
needs of the peoples in the lands concerned. 

In many lands institutions, such as “hospitals, clinics and health centers, 
schools, colleges, and universities,” have been established by mission and church 
organizations of American origin and supported by American funds. In this 
connection, it should be noted that many Protestant missionary organizations 
are transferring more and more such institutions to organized bodies on the 
field, which bodies are controlled by a church or a church board in the foreign 
land. 

We believe, therefore, that distribution of excess foreign property should be 
on a government-to-government basis—the recipient government designating an 
agency for the purpose of distribution, and the U.S. Government prescribing 
minimum standards of operation for such a foreign agency. Every recipient 
of such donated excess foreign property should be judged on the basis of need 
by the institution for this property. Distribution should be made equitably on 
the basis of needs. Thus, both the need to be met and the quality of the service 
rendered by the institution should be final determining factors. Therefore, 
all institutions established and supported by U.S. citizens through mission or 
church organizations should receive equal treatment with other “nonprofit, 
charitable, or eleemosynary public or private organizations” in the country 
where excess foreign property would be donated for such use by the U.S. 
Government. 

We further believe that no preferential treatment should be shown to institu- 
tions on the basis that they are “directly or indirectly founded, sponsored, or 
supported by American citizens.” 

December 10, 1960. 


NATIONAL ELECTRONIC DISTRIBUTORS ASSOCTATION, INC., 
Chicago, 111., May 31, 1960. 
Mr. G. K. Si RIVER, 
Clerk, U.S. Senate, 
Government Operations Committee, 
U.S. Senate Office Building, Washington, D.C. 

HoNORABLE Sir: Your office is respectfully requested to make the following 
statement a matter of record in the matter of H.R. 9996 which will permit the 
importation of oversea surplus property for sale on the domestic market. 

The National Electronic Distributors Association, of which I am the executive 
vice president, is opposed to the passage of this legislation. The membership of 
our association is composed of wholesalers of electronic equipment, components, 
and replacement parts. 

Wholesalers of electronic products are, in effect, extensions of manufacturers’ 
varehouses and thereby represent a reservoir of vital material that could be, 
in a national emergency, commandeered or purchased by the U.S. Government. 
Vast stocks of vital electronic products were obtained from wholesalers by the 
Government at the beginning of World War II. It has been authoritatively 
Stated that the availability of those products gave the war effort a 6-month 
advantage in the production of electronic equipment. 

It is imperative that the position of wholesalers, also known as distributors, be 
guarded against legislation which would lessen their ability to be of service in a 
national emergency. H.R. 9996 opens the door to the reimportation of electronic 
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products which could harmfully effect the ability of wholesalers in the electronic 
industry, to successfully operate their businesses. 

There are approximately 2,000 wholesalers (distributors) of electronic equip. 
ment, components and replacement parts. They do not distribute radio and tele. 
vision receiver sets. These wholesalers employ approximately 50,000 persons 
and have investment in inventory of approximately $300 million. 

Wholesalers of electronic equipment, components, and replacement parts are 
presently facing extremely harmful competition from imports of electronic 
products from Japan and other low-wage, long-hours industrial nations. The 
addition of a Federal law, such as proposed in H.R. 9996, would further tighten 
the belt of strangulation of their business enterprises. 

There are only a very few importers of surplus electronic products who would 
gain from the passage of H.R. 9996, while the 2,000 wholesalers of such products 
would suffer. The importers’ inventories, if a national emergency should 
occur, Would be of no value to the U.S. Government: whereas the inventories 
of the wholesalers of electronic products would be immediately available, if 
necessary, to the Government. 

We have been informed that H.R. 9996 as reported by the full committee of the 
House of Representatives has been changed to read: 

“* * * it shall be unlawful to import such property into the United States 
* * * unless the Secretary of Commerce determines that the importation of such 
property would not result in undue loss of production or employment in the 
United States.” 

We are further informed that the Department of Commerce neither submitted 
nor approved the foregoing provision of H.R. 9996. It is obvious that the Depart- 
ment of Commerce would find it difficult to determine when and where there was 
“undue loss of production or employment in the United States” covering the im- 
portation of 1, 100, or 1,000 units of surplus electronic units. 

The watering down of the provisions of existing laws provided in H.R. 9996 
changes administration by the Department of Commerce from an active nature 
to procedures of passiveness. 

The foregoing statement of attitude by the wholesalers of electronic equipment, 
components, and replacement parts is not based upon a selfish premise. It is 
submitted on the basis that a high inventory of electronic products by whole- 
salers, located throughout the United States, is essential to the defense of the 
Nation in the event of a national emergency . 

The National Electronic Distributors Association respectfully submits this 
statement in the hope that it will be carefully read and seriously considered by 
Members of the U.S. Senate and the House of Representatives. 

Respectfully, 
GAIL S. CARTER, 
Herecutive Vice President. 


May 27, 1960. 
Hon. ERNEST GRUENING, 
U.S. Senate, 
Senate Office Building, Washington, D.C. 

Dear Sir: The full implications of H.R. 9996, the foreign excess property bill, 
are of considerable concern to the members of this association. I feel sure that 
several associations dealing with the type of goods that can be declared surplus 
overseas have objected to the bill and they have done so with good reason. 

The Sporting Goods Jobbers Association is seriously concerned especially about 
the prospect of the importation of any quantity of tents and sleeping bags. We 
do not know what influence such importation may have on employment in the 
manufacture of such goods but the influence on both price and profit in the line 
of distribution could be tremendous. Consider the release for sale to sporting 
goods dealers of a quantity of sleeping bags. The bags would undoubtedly be 
offered at a lower wholesale price than that for sleeping bags of like grade and 
quality now being manufactured or now in stock in wholesalers warehouses 
As the lower prices are publicized, dealers will stop buying and will cancel orders 
for the domestic sleeping bags. These dealers will cancel regardless of the 
quantity imported. 

This means that an offer to sell even 100 sleeping bags at a reduced price ina 
single metropolitan area could freeze several thousand sleeping bags on the 
shelves of wholesalers within several hundred miles of where the imported 
merchandise is offered. The stock turnover of several dozen wholesalers of 
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sporting goods is reduced, their operating costs go up, their capital is tied up 
in inventory that they cannot move, and their orders for similar and for other 
goods are reduced if not eliminated. The influence of the low priced sale of 
a small quantity of imported sleeping bags, like waves in a pond, extend in all 
directions. The point that only a few sleeping bags are involved is not valid 

“use many, many dealers and many wholesalers will become involved. If 
8 dealers in a town where 30 dealers exist, sell the low priced imported sleeping 
pags, 27 dealers are not able to compete effectively pricewise in the sale of 
goods of like grade and quality. 

I believe that your committee and the Congress should consider carefully the 
far-reaching effects of admitting a single shipment of sleeping bags and tents de- 
elared surplus overseas for resale in this country. I hope that you will make 
these few points I have tried to bring out a part of the subcommittee hearings 
eoncerned with H.R. 9996, as amended. 

Thank you. 

Sincerely, 
Bos ErRatH, 
Chairman, Legislative Committee. 


STRASSER, SPIEGELBERG, FRIED, FRANK & KAMPELMAN, 
Washington, D.C. June 3, 1960. 

Hon. ERNEST GRUENING, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR GRUENING: During the course of your subcommittee’s hearing 
on §. 3154 on June 1, a namber of statements were made by various witnesses on 
which I feel some comment is necessary. 


THE CONSTRUCTION INDUSTRY 


First of all, let me say, Senator Gruening, that you were completely correct 
in pointing out that if the construction equipment industry is facing a problem, 
the problem must be met squarely by going to its root. It is perfectly clear 
that foreign excess property has nothing to do with whatever may be the present 
plight of the manufacturers and distributors of construction equipment. 

We do not question that the construction equipment manufacturers are oper- 
ating at only 60 percent of their capacity. But this capacity is geared for war- 
time conditions, and barring some major and unlikely upsurge in our peacetime 
economy, this industry cannot hope to operate at peak capacity. Thus, during 
the Korean war in 1951 and 1952 respectively, the Government bought $316 
million and $445 million of construction equipment, while Government procure- 
ment under normal peacetime conditions such as during the past 5 years has 
tun from $50 to $74 million. This is a fact of economie life, and availability 
of surplus property has nothing to do with this fact. Actually, there have now 
been since June 1958 four major hearings on the problem of reentry of foreign 
excess property—three hearings before the Dawson committee in the House, and 
the hearing before your committee. Despite all the complaints and concerns 
expressed, there has never been a single specific, factual example presented as to 
injury to a domestic manufacturer caused by availability of surplus property. 

The recent report by the Dawson committee on H.R. 9996, companion bill to 
8. 3154, explicitly points out that there has been little “hard evidence” and no 
cases shown of harm to domestic industry. In his testimony before your com- 
mittee, Mr. McKenrick, spokesman for the Construction Industry Manufac- 
turer’s Association, acknowledged that his industry has not been hurt in the 
past by importation of foreign surplus because of the present provisions of law. 
But is it not significant that he cannot point to even a single case of harm 
caused by domestic surplus, which has entered the economy on a volume about 
20 times that of foreign surplus ever since the end of World War II? 

There are a number of hard facts which we can give the committee. We urge 
you to consider the following. 

1. Wholesale prices of construction machinery and equipment have risen from 
(1947-49—100) 90 in 1947, to 111.5 in 1950, to 148.6 in 1956, to 169.2 in April 
1959. This should be compared with the wholesale price index for all com- 
modities which has risen from 96.4 in 1947 to 120 in April 1959. 
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2. Many manufacturers of construction equipment have continued to show a 
high volume of sales and net profits, with a decline only for the period refiect- 
ing the most recent business recession. Caterpillar Tractor Co., for example, 
had net sales of more than $742 million in 1959, well above the $685 million 
sales in the “peak year” of 1956, and its sales for the first quarter of 1960 were 
well above those for 1959. In addition, Caterpillar’s net earnings in 1959 were 
considerably higher than in our recent year except 1956. The same is true for 
Koehring Co. The sales of Allis-Chalmers in 1959 were higher than for any 
recent year except 1956, and 1960 sales for the first quarter were well above 
those for the comparable period in 1959. Engineering News Record for Mareh 
24, 1960, states that January 1960 was a record month for new equipment or- 
ders, 2 percent over the record set in 1951, and predicted that 1960 “should set 
a new high in equipment orders.” 

3. American manufacturers of construction equipment have established manu- 
facturing facilities in many foreign countries. Department of Commerce figures 
show that there are at least 8 such plants in other countries. Prior to 1958, 
the United States produced 96 percent of the construction equipment used in 
the free world. This new development has drastically reduced exports of equip- 
ment from the United States, and much of this equipment manufactured abroad 
is returned to the United States for sale in competition with equipment made 
by American workers. 


CONSTRUCTION EQUIPMENT DISTRIBUTORS 


Mr. H. J. Maver testified at the June 1 hearing concerning the “plight” of 
construction equipment dealers. He points out that his association’s Cost of 
Doing Business Survey shows that the average distributor’s return on sales 
before taxes was 3.77 percent in 1956, 2.46 percent in 1957, and 2.15 percent in 
1958, which, he added, was “admittedly a recession year.” He uses these figures 
to suggest that the problem is one of a falloff of sales. But this very same 
survey on page 4 characterizes 1956 as a “peak year” from the standpoint of 
sales volume. and shows that for all distributors, the median average sales vol- 
ume was $1,994,419. True the median average of sales dropped in the reces- 
sion years 1957 and 1958 to $1,770,748 and 81,789,859 respectively. Thus the 
decline in median average sales from 1956 to 1958 was only about 10 percent. 
The real difficulty with the profit picture of this industry is not to be found on 
the sales side, but rather on the expense side. This is shown clearly in the 
survey introduced by Mr. Mayer which indicates and explicitly states that the 
“generally dismal gross profit picture on used equipment sales can be traced to 
over allowance on trade-ins” which over allowance averaged 12.6 percent per 
dollar of sales. Similarly. the survey shows that another factor affecting profits 
on used and new equipment has been the increases in the prime interest rate 
since 1956. 

Accordingly, the effort to suggest that there is a meaningful relationship be- 
tween foreign excess property and the economic situation of equipment distribu- 
tors must be labeled as palpably misleading, to put it mildly. 

Similarly, your subcommittee was told that the recent practice of auctioning 
construction equipment “indicates a strong buyer’s market.” This is simply not 
true. Within the past several vears, the Department of Defense has commenced 
the practice of selling surplus construction equipment at auctions. The experi- 
ence at such sales showed that auctions could move equipment more quickly 
with greater monetary return than ordinary selling techniques. Accordingly, 
several private companies have become construction equipment auctioneers. De 
velopment of this auction practice is not a reflection of distress—it reflects only 
a new, aggressive sales device for getting rid of inventory at good prices. 

Mr. Mayer uses the device of “scare” figures. First, he tells the committee 
that there are no sound estimates as to the amount of foreign excess property. 
Then he tells the committee that during the fiscal year 1959, prospective im- 
porters sought to bring $30 million worth of construction equipment into the 
United States as foreign excess property. His admittedly “rough” analysis is 
untrue. Colonel Rey provided authoritative data on the quantity of foreign 
excess property. There is no mystery about this. According to Colonel Rey’s 
testimony, during fiscal year 1959 the Department of Defense disposed of only 
$12 million worth of construction equipment as domestic surplus. Thus, only 
about 0.6 percent of all domestic surplus was construction equipment. Applying 
this percentage to the $75 million worth of foreign excess property applications 
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which Mr. Mayer says were filed in fiscal year 1959, it is clear that these appli- 
cations would involve no more than about $500,000 worth of construction equip- 
ment at acquisition cost. This figure, by the way, should be compared with 
total annual domestic production of over $1 billion worth of construction 
equipment. 

Mr. Mayer makes much of the point that foreign excess property brought into 
the United States will compete with used equipment acquired by equipment dis- 
tributors as trade-ins on new equipment sales. Surplus is not sold in a second- 
hand market, except to a very minor extent. It is sold primarily in a market 
separate and distinct from both the market for new equipment and used equip- 
ment, A major reason for this is that most surplus equipment is probably at 
jeast 10 years old and, therefore, appeals only to purchasers who are willing to 
accept relatively old-fashioned equipment because they can’t afford more modern 
items, or because such equipment is better suited for a particular job at hand. 
Again, there is not a shred of hard evidence showing that surplus equipment is a 
factor in the market for trade-ins. If equipment dealers are having difficulty 
disposing of used inventory, this is a reflection of their own merchandising prac- 
tices, and not an indication of competition from surplus dealers. 


THE DEPARTMENT OF COMMERCE POSITION 


I should like to comment now on Mr. Rintels’ statement to the subcommittee 
at the hearings on June 1. We were gratified to hear Mr. Rintels’ exposition 
of the Department of Commerce’s position. His testimony clarifies the Depart- 
ment’s position and has considerably narrowed the area of difference. We were 
particularly interested in hearing Mr, Rintels’ implication that the Department’s 
position with respect to its preference for the “unless” rather than the ba 2 
clause is based entirely upon administrative considerations. 

Mr. Rintels insists that under the present language of S. 3154 the Department 
would be compelled to examine the entire inventory of foreign excess property 
to make a predetermination as to whether or not they could come into the United 
States. Mr. Rintels presented no justification or reasoning for this position 
and we believe it to be nonsense. 

First of all, the Department of Commerce has been in this business of screen- 
ing foreign excess property for more than a decade. Its experience during this 
period should indicate that there is an interest in bringing into the United States 
only a relatively few types of items from the thousands of products in the 
foreign excess property inventory. As a practical matter it is already in a posi- 
tion to apply the criteria to the items. 

Secondly, the Department has stated that if its own proposal were adopted, 
as expressed in H.R. 9996 as reported by the House committee, it would establish 
a white list of items which could be freely imported; a black list of prohibited 
items; and a gray list of items which would be considered on a case-to-case 
basis. We do not know whether this is the best way to administer such a new 
statute, but if it is there is no reason why the very same steps cannot be taken 
under the present language of S, 3154. If, as Mr. Rintels suggests, it is the 
language of S. 3154 which raises a problem as to the Department’s legal au- 
thority to prescribe such lists, this can be easily remedied by appropriate lan- 
guage in the committee report. 

The distinction between “unless” and “if” is a very important one to those 
interested in surplus property. It affects not only the question of where the 
burden of proof lies, but also the spirit in which the law will be administered. 
There is no reason why the presumption should be against the American busi- 
hessman who desires to reenter the property. Moreover, as you perceptively 
noted in the course of the June 1 hearings, the Department has in fact by pur- 
suing its restrictive policies alined itself with the economic interests opposing 
surplus property. We have no reason to feel confidence in the impartiality of 
the Department in making these determinations so long as the BDSA plays a 
major role. We have presented voluminous evidence to the Congress demon- 
strating that the BDSA and some of its officials are biased against our interests. 
Furthermore, people interested in surplus property have no representation or 
voice within BDSA as to the policies which are to be followed, whereas the 
big manufacturers have such representation within BDSA. 

With the use of the “if” clause in the bill, as in S. 3154, the Department of 
Commerce must make an affirmative finding of injury to reject a reentry. This 
protects us against the kind of arbitrary action against which we have been 
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complaining. On the other hand, adoption of the “unless * * * not” clause 
would permit the Department to reject reentry merely on the basis that it does 
not have enough evidence for a finding that a reentry would not be injurious, 
This is pregnant with the likelihood of arbitrary discrimination, and in view of 
our experience with BDSA we cannot have contidence that the law would be 
impartially and fairly administered. 


AMERICAN SHIPPING 


During the course of the hearing, you asked whether foreign excess property 
brought back to the United States is shipped on American vessels. The answer 
is definitely in the affirmative. American steamship companies regard surplus 
property shipments as an important source of revenue—so important, in fact, 
that at least one group, the Pacific Coast Conference, has instituted a special] 
rate for U.S. Government surplus property being returned to the United States 
by private purchasers. We understand that several large steamship companies 
are very much concerned about this problem and are communicating directly 
with your committee to express their strong support of 8S. 3154. 

We are enclosing herewith an analysis of the construction equipment industry 
prepared by Mr. Robert R. Nathan who testified before the subcommittee on 
June 1. 

We hope it will be possible for you to include these communications in the 
published hearings. 

We very much appreciate your patient interest in this problem, and your 
courtesy in hearing our position. Please call upon me if we can be of any 
further assistance to you in the committee's consideration of 8S. 3154, 

Sincerely yours, 
Max M. KAMPELMAN, 


STATEMENT OF Rospert R. NATHAN ASSOCIATES, INC., CONSULTING ECONOMISTS, 
WASHINGTON, D.C. 


ECONOMIC CONDITIONS OF THE CONSTRUCTION EQUIPMENT INDUSTRY 


Spokesmen for the construction machinery equipment industry seek to paint 
a picture of gloom and depression in their industry. They offer this portrait 
as a basis for their opposition to imports of defense surplus construction 
equipment. 

While it is true that this industry has not reached the level of activity which 
prevailed in the peak year of 1956, it is hardly appropriate to characterize the 
industry as suffering a depression and faced with such severe adverse condi- 
tions as to justify the exclusion of a few million dollars, worth of imported 
surplus items which would benefit materially a number of users who need such 
equipment and who cannot afford to buy new equipment. It is tremendously 
important to recognize the fact that the used market can be distinguished from 
the new market and that the availability of a very insignificant amount of 
imports would have a meaningless impact on sales of new equipment. 

Early in 1960, the U.S. Department of Commerce published a report entitled 
“The U.S. Industrial Outlook for 1960.” Following is the summary of the 
analysis relating to construction machinery and equipment: 

“The general pickup in production and shipments of construction machinery 
and equipment noted in the first two quarters of 1959 was largely offset by cur- 
tailment of production in the third and fourth quarters. 

“Production schedule cutbacks were first in evidence late in the second quar- 
ter and continued through third and fourth quarters. Inventories of finished 
products at both the producer and distributor levels began accumulating after 
July. Two reasons attributed for this condition are the difficulty experienced 
in the financing and letting of additional Federal highway contracts and the 
shutdown in the mining industry because of the steel and copper strikes. Large 
quantities of construction machinery and equipment are normally purchased 
for use in highway construction and mining. 

“Ample inventories of raw materials had been accumulated by the producers 
prior to the steel strike. Lead time for materials-to-finished product in the 
construction machinery and equipment industry averages 10 months.” 

The general prospects for the American economy are currently subject to 
widely divergent points of view. The extreme optimism which prevailed late 
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in 1959 has been somewhat modified. The slowdown in activity in February 
and March was interpreted by some as a temporary phenomenon attributable 
primarily to the extreme weather. Others concluded that this was the begin- 
ning of another recession. 

It can be stated generally that improved activity in April and May has re- 
stored considerable optimism but that the degree of favorable expectation 
prominent late in 1959 is still substantially absent. Nevertheless, it does ap- 
pear that the year 1960 will be a prosperous one and that there are no signs 
at this time that a recession is imminent. 

An analysis of production and profits and prices in the construction equip- 
ment industry does not in any meaningful degree substantiate any conclusion 
whatsoever that the industry is truly depressed. The increased degree of com- 
petition abroad which has resulted in a declining trend in exports plus the 
interminable delays on the part of the Federal Government in letting highway 
construction has no doubt delayed further improvement in the industry from 
the recovery which took place in 1959. On the other hand, expenditures by 
State and local governmental units are definitely on the increase. 

Total new construction in the United States in 1959 was $54.3 billion as com- 
pared with $48.9 billion in 1958 and $47.8 billion in 1957. The big increase in 
1959 was in residential nonfarm construction, which is not an important element 
in affecting the demand for construction equipment. Excluding residential non- 
farm construction, all new construction aggregated $32 billion in 1959 which 
compares with $30.9 billion in 1958, $30.8 in 1957, and $27.5 in 1956. The season- 
ally adjusted figures for the first 4 months of 1960 are $32.5 billion. Federal, 
State, and local construction aggregated $16 billion in 1959, which was an all- 
time high. In the first 4 months of 1960, it was slightly lower than in 1959. 

The pricing policy of the construction machinery and equipment is an im- 
portant factor that needs to be considered. From the beginning of 1957 to date, 
average wholesale prices in the United States rose about 3 percent. However, 
construction machinery and equipment rose on the average by 16 percent. From 
1950 to April 1960, all wholesale prices increased about 16 percent but construc- 
tion equipment prices rose 57 percent. Increases for certain categories of equip- 
ment are even greater; for example, tractors (for other than farm use) in- 
ereased in price by nearly 70 percent since 1950. This raises the question 
whether the producers of such equipment are not pricing themselves out of mar- 
kets both in the United States and abroad. 

It is to be noted, further, that the profits of the industry, as reflected in pub- 
lished data for leading companies, scarcely support a picture of gloom and deep 
depression. Many of these firms produce large quantities of agricultural and 
industrial equipment in addition to construction machinery and their improved 
profits reflect improvement in sales generally. The net earnings of one of the 
largest construction equipment manufacturers, the Caterpillar Tractor Co., fell 
from $81 million in 1957 to S62 million in 1958 but increased to over $90 million 
in 1959. The Allis-Chalmers Manufacturing Co., also one of the largest makers 
of construction equipment, reported net earnings of $38 million in 1957, 
$42 million in 1958, and $45 million in 1959. International Har- 
vester’s net operating profits increased from $73 million in 1958 to $138 million 
in 1959. Smaller companies such as Link Belt Co., Bucyrus-Erie Co., Koehring 
Co., and Thew Shovel Co. report improved profits in 1959 but continued lower 
than in the banner year of 1956. 

Nearly all of the companies mentioned above reported substantially improved 
shipments in 1959, and available reports for the first quarter of 1960 are on the 
plus side. U.S. Census Bureau data available for the first quarter, 1960, show 
that shipments of tracklaying, tractors were 12 percent higher than during the 
same quarter in 1959. 

The longer term outlook for the construction and equipment industry is cer- 
tainly favorable. From our analysis of this industry we can only conclude that 
the long-term trend is for increased production and shipments. Higher levels 
will be the more quickly attained as the Federal Government decides and is able 
to move ahead with its multibillion-dollar highway program and other public 
expenditure programs. Expenditures of State and local governments for con- 
struction equipment will continue to rise, and it may be anticipated that expen- 
ditures by private construction firms and others who utilize construction ma- 
chinery will reflect improvement in economic activity generally. 
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Incidentally, the declining export trend not only reflects increased foreign com. 
petition but may be attributable to capture of oversea markets by an increasing 
number of U.S. wholly owned foreign facilities and foreign-owned facilities 
operating under licensing arrangements. Prior to 1958, U.S. companies had 7 
oversea manufacturing plants; the number has jumped to 85. These factories 
do business from England, France, Germany, Brazil, Japan, and other countries 
and take local currency fer payment. 

The industry itself, through more realistic and aggressive pricing and mar- 
keting policies, can and will, in our opinion, effectively reduce existing inyen- 
tories and generate new demand for its products. Shutting out a few million 
dollars of excess property imports of surplus construction machinery and equip- 
ment could only insignificantly benefit the industry and must be weighed against 
the economic benefits to be derived by the Federal Government through sales of 
foreign surplus and by the ultimate users of such equipment. 

In any event, the blanket contention that imports of construction equipment, 
sold as foreign excess property, are detrimental to the economy is without foun- 
dation. Clearly, this needs to be examined periodically in the light of the growth 
needs and performance of the American economy. What this calls for is a flex- 
ible approach such as would be embodied in the new legislation we recommend. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., June 1, 1960. 
Hon. Joun L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: This is in reply to your requests dated September 30, 
1959, for our views regarding the provisions of S. 2725 and 8. 2732, two bills to 
amend the Federal Property and Administrative Services Act of 1949 to permit 
the donation of foreign excess property for use in foreign countries for health 
and educational purposes. 

ICA believes this proposed new authority for donations of foreign excess 
property for health and education purposes could be of valuable assistance in 
promoting economic development and improving living standards in foreign 
countries. ICA, therefore, favors the enactment of legislation permitting such 
donations. 

My specific comments on the provisions of the two bills, S. 2725 and S$. 2732, 
are as follows: 


1. Centralized management 


Both bills provide for some centralized management of operations to be carried 
out under the bill. I agree that centralized management would appear to be 
necessary for such purposes as establishing criteria for determining the eligi- 
bility of the agencies requesting donations, assisting in determining the adapt- 
ability of requested property for the intended health and education purposes, 
approving proposed programs for the use of excess property by recipient agencies, 
and assuring that donated property is not diverted to unauthorized uses. 

The provisions of S. 2732 appear to me to permit necessary centralization of 
the administration of functions authorized under the bill while leaving suffi- 
cient flexibility for distribution of those functions between the agencies owning 
excess property and the administering agency in whatever manner may be deter- 
mined most practicable. S. 2725, on the other hand, appears to go too far in 
the direction of centralization in that it appears to require one agency designated 
by the President to donate all foreign excess property and to determine the 
suitability of such property for health and education purposes. The act of 
donation itself would, I think, be best performed by the agency owning the 
property. The determination as to the suitability of the property can also often 
best be made by the holding agency, which is likely to possess the most expert 
knowledge concerning the property. 


2. Administrative funds 


The agency designated by the President to undertake the centralized manage- 
ment functions referred to above will need funds for salaries and expenses in 
earrying out such functions. It is probable that the agency which will be 
designated by the President to carry out these functions will have no authority 
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to expend its funds for such purposes. It might be well, therefore, to include 
in any bill which your committee may consdier, an authorization for an appro- 
priation to the President of such sums as may be necessary from time to time to 
carry out the provisions of the proposed new section. Experience with similar 
programs indicates that the program contemplated by these bills will in all 
probability require considerable funds for its administration. Effective smple- 
mentation of a program of donations of foreign excess property will depend upon 
a eareful estimate of the cost of impiementation and appropriation of the 
necessary funds. 
3. Eligible recipients of excess property 

The authorization in S. 2725 to donate foreign excess property to any “non- 
profit, charitable, or eleemosynary public or private organization which carries 
on health or educational activities in such foreign country” seems to me to be 
preferable to the provisions of S. 2732, which authorize donations to “nonprofit 
or tax-supported medical institutions, hospitals, clinics, health centers, schools, 
colleges, and universities’ with preference for such organizations directly or 
indirectly founded, sponsored, or supported by American citizens. First, 5. 
2725 avoids the preference for American organizations which might appear un- 
duly discriminatory to sensitive foreign countries. Second, the language of 
S. 2725 in describing eligible recipients in terms of the type of activity which 
they carry on rather than in terms of the type of organization as in S. 2782 
will avoid the possibility of inadvertent exclusion of an otherwise appropriate 
organization. In addition, the phrase “nonprofit or tax-supported” as used in 
S. 2732 may give rise to difficulties of interpretation which are avoided by the 
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language of S. 2725. 


j. Role of foreign government 

Both bills provide for donations or transfers of foreign excess property only 
to an agency (except preferred American-supported agencies under S. 2732) 
designated by the foreign country for the purpose of distribution of property 
disposed of under the new section. In addition, S, 2725 requires a certification 
from the agency so designated that property received under the section is usable 
and needed for educational and health purposes in the foreign country and a 
determination by the U.S. agency designated to carry out the new section that 
the foreign agency has conformed to minimum standards of operation prescribed 
by the U.S. agency. 

I believe that the intent of these provisions can best be achieved by an agree- 
ment to be entered into between the recipient agency and either the U.S. agency 
donating the property or the U.S. agency performing central management fune- 
tions, Which agreement might, depending on the circumstances, set forth the 
purpose of the donation, the terms and conditions under which the donated 
property is to be used, and the right of the United States to conduct audits and 
end-use checks to assure against improper diversions of property. Such agree- 
ments could be entered into under section 405(d) as set forth in S. 2732. Re- 
quirements for certifications by foreign agencies and conformance with stand- 
ards prescribed by the United States might seem somewhat offensive to foreign 
countries and might not be as practical a means of insuring proper use of 
excess property as would the agreement and andit procedure described above. 
I would therefore prefer the language of section 405(d) as contained in S. 
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2752 to the sentence in lines 7 through 16 on page 3 of S. 2725. 

The requirement in both bills that the foreign country designate the organi- 
zation to receive donations under the section presents two problems: (1) the 
language, especially as worded in S. 2732, could be construed to mean that the 
foreign country may designate only one agency to receive all property disposed 
of under the new section, which central agency would presumably redistribute 
the property to other agencies, and (2) the foreign government must play an 
active role by designating eligible agencies. It would seem an unnecessary 
complication to require one central receiving agency and to require formal 
designations by the foreign government. I would propose as a substitute for 
the sentence appearing in lines 2 to 7 on page 3 of S. 2725 and on lines 6 to 12 
of page 3 of S. 2732 the following: 

“No property shall be donated under this section except pursuant to arrange- 
ments agreeable to the government of the country in which the property is to 
he used.” 
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This language should fully protect the interests of foreign governments while: 
avoiding unnecessarily formal procedures. 

To summarize the foregoing comments, we prefer the general language of 
S. 2732 with the following changes: (1) The deletion of the language describing 
eligible recipients in lines 24 through 26 on page 2 and the substitution of the 
language in S. 2725 appearing in lines 19 through 23 on page 2 describing eligi- 
ble recipients; (2) the deletion of proposed subsection (c) in S. 2732 and sub. 
stitution of the language proposed in paragraph 4 of this letter; and (3) addi- 
tion of an authorization for appropriations to carry out the new section. With 
changes of this nature ICA favors enactment of the proposed legislation, 

The Bureau of the Budget advises it has no objection to the transmission of 
these views. 

With every good wish, 

Sincerely yours, 
D. A. FirzGEerap 
(For James W. Riddleberger), 


x 








